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J.D.  Edwards  & Company 


UPDATED: 

05/01/1997 


Headquarters 


Summary  Info 

Chairman/Pres/CEO:  C.  Edward  McVaney 


8055  East  Tufts  Avenue 
Denver,  CO  80237 
U.S. 


Status: 

Employees: 

Revenue: 


Public 

3,500(10/1997) 
$ 647.8  mil 


Phone: 


Fax: 

(303)  488-4678 


(800)  727-5333  (31 

Company  Web  Site: 

http://www.jdedwards.com 


Year  End 


Oct-1997 


Capability  Profiles 


CAPABILITY 

Enterprise  Application  Solutions 
Enterprise  Applications  Solutions 


REGION 

Germany 

U.K. 


Key  Points 


• J.D.  Edwards  & Company  is  a leading  developer  of  integrated  business  applications 
(financials,  manufacturing,  distribution,  and  human  resources)  with  strong  multinational 
functionality. 

o The  company  has  enjoyed  compound  revenue  growth  in  excess  of  50%  throughout  its  20-year 
history. 

<•  At  the  end  of  fiscal  1996,  the  company  had  more  than  4,000  customers  in  90  countries,  with 
53%  of  its  customers  from  outside  the  U.S.  In  fiscal  1996,  64%  of  revenue  was  derive  d from 
new  accounts. 

« J.D.  Edwards  traditionally  focused  on  the  IBM  AS/400.  The  company’s  newest  application 
suite — OneWorld — is  available  on  HP  9000,  Digital  Alpha/NT  servers,  select  Intel-b  ised  NT 
services,  as  well  as  IBM  AS/400,  S/390,  and  RS/6000  systems. 

« In  October  1996,  J.D.  Edwards  formed  an  international  business  unit  to  focus  on  public  service 
target  markets,  including  federal,  state,  and  local  governments;  electric,  water/sewe  r,  and  gas 
utilities;  and  kindergarten  through  12th  grade  school  districts. 

Company  Description 

J.D.  Edwards,  founded  in  1977,  currently  provides  cross-industry  and  industry-specific  applications 
software  products  and  professional  services  to  users  of  IBM  AS/400,  S/390,  and  RS/6000,  UP  9000, 
Digital  Alpha,  and  Microsoft  NT  systems.  Products  are  available  for  financial,  payroll  and  human 
resources,  manufacturing,  distribution,  construction,  real  estate,  and  government  (public  services). 

The  company  offers  three  enterprise-wide  product  suites  for  larger  organizations  both  within  the 
public  and  private  sectors.  Each  of  the  three  suites  contains  a full  complement  of  financial, 
manufacturing,  payroll,  human  resources,  and  supply  chain  functionality.  The  suites  are 
differentiated  by  technology: 

• WorldSoftware — a procedural,  host-centric  architecture  running  on  the  AS/400 

• WorldVision — a thin  client  version  of  WorldSoftware.  WorldVision  distributes  a Windows  3.1 
presentation  on  the  desktop,  providing  a simplified  point-and-click  interface. 

• OneWorld — OneWorld  introduces  Configurable  Network  Computing™,  a distributed  object 
architecture.  OneWorld  is  a rules-driven,  network-oriented  environment  that  runs  on  NT, 
UNIX,  OS/400,  and  S/390  MVS  platforms  connected  via  a TCP/IP  network.  OneWorld 
applications  can  run  either  in  client/server  mode  (using  a Windows  95  or  NT  client)  or  in  a 
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network  browser  mode  (HTML/Java  applications  presented  in  a browser. 

J.D.  Edwards  also  offers  the  Genesis  product  suite,  a prepackaged  enterprise  solution  for  smaller 
private  and  public  sector  organizations  (under  $100  million).  The  Genesis  product  suite  represents 
World  Software  with  pre-packaged  templates  as  well  as  tools,  based  on  WorldVision  technology, 
which  automate  the  installation  and  training  process. 

In  addition  to  the  general  manufacturing  and  supply  chain  market,  the  company  provides  specialized 
software  and  services  for  a variety  of  vertical  markets.  These  include: 

• Public  sector — including  federal,  state,  and  local  government  agencies,  education  districts, 
utilities,  not-for-profit  organizations,  and  health  care 

• Architecture,  engineering  and  construction,  real  estate,  and  mining 

• Energy  and  chemical  solutions — tailored  for  manufacturers  and  distributors  of  refined  fuels, 
lubricants,  liquefied  petroleum  gas,  and  chemicals 

• Fabricated  metal  products 

• Electronics  industry 

• Consumer  packaged  goods 

• Pharmaceuticals 

In  the  future,  J.D.  Edwards  expects  to  target  additional  vertical  markets,  including  specialized 
subsegments  of  existing  verticals.  As  an  example,  the  company  is  studying  the  automotive  supply 
industry — a subsegment  of  the  fabricated  metals  vertical. 

J.D.  Edwards  is  an  employee-owned  company  that  is  self-funded  and  has  no  bank  debt. 

Organization  and  Structure 

J.D.  Edwards  has  U.S.  area  headquarters  offices  in  Secaucus  (NJ),  Chicago  (IL),  Atlanta  (GA),  and 
Costa  Mesa  (CA). 

The  company  also  has  18  satellite  offices  across  North  America.  These  offices  are  in  the  metropolitan 
areas  of  Boston  (MA),  Bellevue  (WA),  Cincinnati  and  Cleveland  (OH),  Dallas  and  Houston  (TX), 
Denver  (CO),  Detroit  (MI),  Miami  (FL),  Minneapolis  (MN),  New  York  (NY),  Norwalk  (VA), 
Philadelphia  (PA),  Phoenix  (AZ),  Pittsburgh  (PA),  San  Francisco  (CA),  St.  Louis  (MO),  and 
Washington,  D.C. 

International  offices  are  located  in  Austria,  Belgium,  Brazil,  Canada,  China,  England,  France, 
Germany,  Hong  Kong,  Italy,  Japan,  Mexico,  Singapore,  South  Africa,  Sweden,  and  Switzerland. 

J.D.  Edwards  also  has  affiliates  throughout  Europe,  Asia,  Africa,  South  America,  and  North 
America. 

Company  Strategy 

J.D.  Edwards’  basic  strategy  is  to  take  its  integrated,  multinational  suite  of  enterprise  management 
software  and: 

• Drive  it  more  deeply  into  specified  verticals  such  as  those  previously  noted.  This  involves 
development  of  industry-oriented  templates,  best  practices  implementations,  specialized 
consulting  and  training  services,  and  targeted  marketing  programs. 

• Drive  it  more  broadly  by  incorporating  additional  computing  platforms  (beyond  the  traditional 
AS/400  focus)  through  the  Configurable  Network  Computing  architecture.  The  OneWorld 
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product  suite  has  now  achieved  general  availability  on  four  different  operating 
environments — UNIX,  NT,  OS/400,  and  MVS — allowing  the  company  to  sell  effectively  to  a 
much  broader  market. 

Within  the  private  sector,  the  company  broadly  defines  its  market  space  to  include  organization-wide 
solutions  for  companies  up  to  $2  billion  in  annual  revenue,  as  well  as  divisions  or  units  of  larger 
organizations.  Within  the  public  sector,  its  market  includes  all  federal,  state,  and  local  governments, 
plus  utihties  serving  more  than  100,000  people,  education  districts  serving  more  than  15,000 
students,  and  large  not-for-profit  organizations.  Genesis  anchors  the  low-end — organizations  up  to 
$100  million  in  revenue.  World,  WorldVision,  and  OneWorld  are  focused  on  larger,  more 
decentralized,  and  more  internationalized  entities. 

Within  this  broad  demographic  definition,  J.D.  Edwards  targets  more  specific  organizational  profiles, 
In  particular,  the  company  targets  organizations  that: 

• Are  changing  rapidly  and  require  a high  degree  of  flexibility  in  their  software  architecture  and 
the  ability  to  change  business  practices  quickly.  This  includes  organizations  that  are  growing 
rapidly,  are  in  volatile  industries,  or  that  are  focused  on  growth  by  acquisition. 

• Require  complex  manufacturing  processes,  including  electronics,  pharmaceuticals,  petroleum, 
bulk  chemicals,  and  construction 

» Employ  multiple  manufacturing  tactics  simultaneously,  ranging  from  engineer-to-order  to 
assemble-to-order 

® Require  both  discrete  and  process  manufacturing  solutions 

« Prefer  to  have  one  enterprise-wide  management  solution  but  are  trying  to  integrate  multiple 
hardware  platforms 

• Want  to  use  Internet  (or  private  intranets  and  extranets)  to  integrate  their  divisions  and/or 
their  supply  chains 

» Require  a Year  2000  solution 

• Require  a fast  startup  time;  J.D.  Edwards  sells  strongly  on  its  structured  implementation 
methodology  that  focuses  on  getting  customers  live  quickly 

« Require  multinational  functionality  and  service 

Within  these  target  segments,  J.D.  Edwards  further  positions  its  products  based  on  customer 
"personality:" 

«>  World,  WorldVision,  and  Genesis  are  generally  most  appealing  to  technically  conser  vative 
customers  (customers  who  want  a proven,  reliable,  and  stable  computing  environment).  These 
customers  often  state  that  one  of  their  goals  is  to  reduce  the  overall  cost  of  computir  g. 

«•  OneWorld  is  generally  more  appealing  to  technically  aggressive  customers  (those  customers 
who  want  to  be  at  or  near  the  leading  edge  of  technology).  These  customers  often  state  that 
they  wish  to  establish  a competitive  advantage  based  on  information  technology. 

J.D.  Edwards  also  maintains  a coexistence  architecture,  allowing  its  major  product  suites  to  run 
simultaneously  on  the  same  hardware  or  in  the  same  network. 

• This  allows  customers  to  mix  the  various  technologies  in  virtually  any  combination  to  suit 
their  particular  corporate  personality. 

• The  coexistence  architecture  is  also  a main  ingredient  of  the  J.D.  Edwards’  migration  strategy 
for  its  installed  base.  Customers  can  continue  to  use  their  existing  J.D.  Edwards  software 
while  simultaneously  incorporating  networked  and  object-oriented  technologies.  In  other 
words,  customers  can  maintain  and  enhance  a stable  base  while  incorporating  new 
technologies  at  their  own  pace. 

Financials 
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J.D.  Edwards’  fiscal  1996  revenue  reached  $478  million,  a 40%  increase  over  fiscal  1995  revenue  of 
$341  million. 

• The  company  has  operated  profitably  since  its  inception. 

• A five-year  revenue  summary  follows: 

J.D.  Edwards  & Company 


Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year  (a) 

Item 

10/96 

10/95 

10/94 

10/93 

12/92 

Revenue 

$478.0 

$341.0 

$240.6 

$197.6 

$170.0 

• Percent  change  from 
previous  year 

40% 

42% 

22% 

(b) 

38% 

(a)  Beginning  in  1993,  J.D.  Edwards  changed  its  fiscal  year  from  December  31  to  October  31. 

(b)  Not  meaningful  due  to  the  change  in  the  fiscal  year  end. 

Revenue  growth  for  1996  was  attributed  to  the  following: 

• Increasing  recognition  of  the  company  as  a premier  supplier  of  enterprise-wide  solutions — as 
opposed  to  the  company’s  traditional  image  as  a premier  supplier  of  financial  applications 

• Continuing  market  shift  away  from  home-grown  applications  and  towards  packaged 
applications.  This  trend  appears  to  be  accelerating  due  to  the  Year  2000  issue. 

• Increasing  globalization — as  more  companies  internationalize,  there  is  increasing  demand  for 
true  multinational  application  functionality.  J.D.  Edwards  is  strongly  positioned  in  this  arena. 

• Continued  strong  demand  for  the  company’s  consulting  and  implementation  services 

• Changes  in  the  AS/400  competitive  mix.  J.D.  Edwards  is  now  the  largest — and  financially 
strongest — of  the  traditional  AS/400  application  suppliers.  The  company  is  attracting 
customers  from  other  AS/400  vendors  that  are  financially  unstable. 

During  fiscal  1996,  international  revenue  increased  32.8%  over  fiscal  1995  levels. 

Research  and  development  expenses  were  approximately  $45.2  million  in  fiscal  1996,  $33.9  million  in 
fiscal  1995,  and  $21.1  million  in  fiscal  1994. 

Revenue  Analysis  by  Product  / Service 

Approximately  58%  of  J.D.  Edwards’  1996  revenue  was  derived  from  applications  software  products 
and  software  maintenance  services,  and  42%  from  professional  services,  including  consulting, 
customization,  implementation,  training,  and  publications. 

A three-year  summary  of  source  of  revenue  follows: 

J.D.  Edwards  & Company 
Three-Year  Source  of  Revenue  Summary 
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($  Millions) 


Fiscal  Year 

10/96 

10/95 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

Software  products 

$180.3 

38% 

$134.0 

39% 

$109.5 

45% 

Software  maintenance 

97.0 

20% 

73.0 

22% 

40.4 

17% 

Support  services/training 

200.7 

42% 

134.0 

39% 

91.7 

38% 

Total 

$478.0 

100% 

$341.0 

100% 

$240.6 

100% 

Market  Financials 

A breakdown  of  J.D.  Edwards’  fiscal  1996  revenue  by  industry  segment  follows: 


Industry 

Revenue 
($  Millions) 

Percent  of  Total 

Manufacturing 

$274.4 

57.4% 

Distribution 

68.7 

14.4% 

Services/T  ransportation 

55.9 

1 1 .7% 

General  business 

54.5 

1 1 .4% 

Public  services 

19.0 

4.0% 

Other 

5.5 

1.1% 

Total 

$478.0 

100.0% 

J.D.  Edwards  has  clients  in  fabricated  metals,  chemical/rubber,  electronics,  packaged  goods,  energy, 
nonferrous  products,  transportation,  paper,  construction,  government,  real  estate/development, 
textiles,  packaged  food  and  beverage,  utilities,  services,  mining,  education,  and  health  sen  ices. 

Geographic  Markets 


Approximately  65.1%  of  J.D.  Edwards’  fiscal  1996  revenue  was  derived  from  the  U.S.,  22%  from 
Europe,  4%  from  the  Asia/Pacific  and  4%  from  Latin  America. 


Industry 

Revenue 

Percent  of  Total 

($  Millions) 

U.S. 

$311.2 

65.1% 

Europe 

98.9 

20.7% 

Asia/Pacific 

21.5 

4.5% 

Latin  America 

22.9 

4.8% 

Other 

23.5 

4.9% 

Total 

$478.0 

100.0% 

Employees 
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As  of  October  31,  1996,  J.D.  Edwards  had  approximately  2,800  employees,  compared  to  2,150 
employees  as  of  October  31,  1995,  and  1,600  at  the  end  of  1994. 

Key  Products  and  Services 

J.D.  Edwards’  integrated  applications  software  products  are  available  for  IBM  AS/400,  S/390,  and 
RS/6000;  the  HP  9000;  Digital’s  Alpha,  and  Microsoft  NT.  There  are  currently  more  than  6,200 
installations  for  4,000+  clients  worldwide. 

• The  software  is  supported  in  21  languages. 

o Tier  1 (software  and  documentation  translated):  Brazilian  Portuguese,  simplified 
Chinese,  English,  French,  German,  Italian,  Japanese,  and  Spanish 
o Tier  2 (software  translated  only;  documentation  translated  by  countries  as  required): 
traditional  Chinese,  Danish,  Dutch,  Finnish,  Swedish,  Norwegian,  and  Korean 
o Tier  3 (software  translated  by  business  partners):  Arabic,  Czech,  Greek,  Polish,  Russian, 
Hungarian 

• J.D.  Edwards  also  offers  multiple  currency  capabilities,  value-added  tax  features,  and  other 
multinational  functions  as  integral  components  of  its  software  products. 

• J.D.  Edwards-developed  applications  are  shown  in  Exhibit  A.  The  company’s  solutions  are 
integrated  with  software  from  other  vendors  in  application  areas  listed  in  Exhibit  B. 


Exhibit  A 


J.D.  Edwards  Software  Products 


Application  Area/Product  Name 


Application  Area/Product  Name 


Financial 

- General  Ledger 

- Accounts  Payable 

- Accounts  Receivable 

- Financial  Modeling  and  Budgeting 

- Address  Book/Electronic  Mail 

- Fixed  Assets 

- Remote  Voucher  Entry 

- Currency  Conversion/Restatement 

- Cash  Basis  Accounting 


Engineering,  Construction,  Real  Estate,  Mining 

- Job  Cost  Accounting 

- Equipment  Management 

- Contract  Management 

- Contract  Billing 

- Purchasing 

- Work  Orders 

- Engineering/Service  Billing 

- Project  Change  Management 

- Equipment/Plant  Maintenance 


Human  Resources 

- Human  Resources 

- Payroll 


Public  Services 

- Financial  Administration  and  Reporting 

- Budget  Administration 

- Fund  and  Encumbrance  Accounting 

- Grant  Management 

- Purchasing  and  Materials  Management 

- Warehousing  and  Central  Stores  Management 

- Human  Resources  Management 

- Service  and  Work  Order  Management 

- Capital  Project  and  Construction  Management 

- Contract  Management 

- Plant,  Equipment,  and  Fleet  Maintenance 


- Canadian  Payroll 

- Labor  Distribution 

- Remote  Time  Entry 


-Training  and  Development 


Reporting  Tools 

- DREAM  Writer 

- Financial  Reporting  (FASTR) 

- World  Writer 


Distribution/Logistics 

- Distribution  & Logistics 

- Sales  Order  Management 

- Configuration  Management 

- Inventory  Management 

- Advanced  Warehouse  Management 

- Forecasting 

- Distribution  Requirements  Planning 

- Purchase  Order  Processing 

- Electronic  Data  Interchange 

- Radio  Frequency/Hand  Held  Data  Collection 


Manufacturing 

- Engineering  Change  Management 

- Product  Data  Management 

- Shop  Floor  Control 

- Master  Production  Scheduling 

- Material  Requirements  Planning 

- Capacity  Requirements  Planning 

- Forecasting 

- Configuration  Management 

- Enterprise  Facility  Planning 

- Sales  Analysis 

- Transportation  Management 
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Energy  and  Chemical  Solutions  (ECS) 

- Advanced  Pricing 

- Advanced  Stock  Valuation 

- Bulk  Stock  Management 

- Maintenance  Management 

- Agreement  Management 

- Load  and  Delivery  Management 

Exhibit  B 

Application  Areas  for  Third-Party  Products 


Application  Area/Product  Name 


Complementary  Products 

- Bar  Coding/Data  Collection 

- Connectivity/Networking  Solutions 

- Distributed  Data  Processing 

- Document  Imaging 

- Document/Report  Management 

- Electronic  Data  Interchange 

- Enterprise  Information  Systems  (EIS) 

- Facsimile 

- File  Management 

- Finite  Capacity  Planning 

- Forms  Management 

- Human  Resources  Management  Products 

- Lease  Management 

- PC  Connectivity 

- Source  Code  Control 

- Taxes 

-Travel  Expense  Management 


Product  introductions/enhancements  recently  announced  include  the  following: 


« In  January  1997,  J.D.  Edwards  announced  with  IBM  the  formation  of  a joint  competency 
center  designed  to  support  customers  running  OneWorld  applications  on  IBM’s  AS/400, 
RS/6000,  and  S/390  platforms. 

« In  December  1996,  the  company  announced  a new  release  of  OneWorld  with  expanded 
business  functionality  and: 


- Availability  in  seven  languages — English,  French,  Italian,  German,  Spanish,  Portuguese  and 
Japanese 

- Availability  in  Internet  browser  mode — OneWorld  apphcations  can  now  be  delivered  not  inly  to 
Windows  95  and  Windows  NT  clients,  but  to  any  browser-enabled  desktop  via  a TCP/IP  network. 
This  significantly  expands  an  organization’s  abihty  to  deliver  its  enterprise  applications  to 
employees,  customers,  and  supphers. 

f In  October  1996,  J.D.  Edwards  announced  general  availabihty  of  OneWorld  on  S/390  servers. 

<i  In  October  1996,  the  company  announced  significant  enhancements  to  its  Energy  and 

Chemical  Solutions  (ECS)  software,  allowing  users  to  value  stock  using  concurrent  valuation 
methods  at  multiple  reporting  levels,  monitor  LPG  container  circulation  including  deposits 
and  rentals,  and  to  more  accurately,  monitor  agreement  balances. 

• In  September  1996,  J.D.  Edwards  announced  a strategic  relationship  with  Oracle  allowing  the 
OneWorld  applications  to  run  on  the  Oracle7  database  platform. 

• In  August  1996,  the  company  announced  general  availability  of  OneWorld  in  the  U.S.  on 
AS/400,  RS/6000,  HP  9000,  and  Digital  Alpha/NT  servers  coupled  with  Windows  NT  or 
Windows  95  clients. 
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Clients 

J.D.  Edwards  currently  has  more  than  4,000  clients  worldwide. 

J.D.  Edwards  added  623  new  clients  during  1996,  including  Dole  Food  Co.,  Duracell,  American 
Waterworks,  Shell  Oil/Lubricants,  Baxter  Health  Care,  Manchester  Airport  (U.K.),  and  the  city  of 
Independence  (MO). 

Marketing  and  Sales 

In  North  America  and  internationally,  J.D.  Edwards  markets  its  products  through  its  direct  sales 
force  and  through  a network  of  234  fully  certified  business  partners. 

Alliances 

J.D.  Edwards  has  234  business  partners  worldwide. 

J.D.  Edwards  has  been  an  IBM  Premier  Business  Partner  since  IBM  introduced  that  designation  and 
in  August  1994  announced  its  participation  in  the  IBM  Market  Development  Program. 

Examples  of  recent  partnerships/alliances  include  the  following: 

• J.D.  Edwards  has  a worldwide  business  and  technical  relationship  with  Microsoft  for 
providing  enterprise-wide  applications  using  the  Microsoft  Windows  NT  Server.  J.D.  Edwards 
has  chosen  the  Windows  NT  platform  as  a strategic  development  environment  as  the  company 
generates  its  suite  of  financial,  manufacturing,  and  distribution  software  for  the  client/server 
environment.  Furthermore,  J.D.  Edwards  has  chosen  Microsoft  SQL  Server  database  as  a 
database  for  its  applications. 

• J.D.  Edwards  has  partnered  with  Digital  Equipment  Corporation  as  one  of  its  three  primary 
hardware  vendors  for  OneWorld.  OneWorld  operates  on  the  Digital  Alpha  and  Intel  Servers 
with  the  Windows  NT  operating  system  and  Oracle  or  SQL  Server  databases.  Digital  was 
chosen  because  of  its  network  services  organization,  its  dual  platform  strategy  which  scales 
from  Intel  to  Alpha,  and  its  worldwide  network  of  NT  professionals. 

• J.D.  Edwards  also  has  cooperative  marketing  and  support  relationships  with  various  Big  6 
consulting  firms  such  as  Ernst  & Young,  Andersen  Consulting,  and  KPMG/Peat  Marwick. 
These  firms  have  teamed  with  J.D.  Edwards  to  provide  mutual  customer  project  management, 
business  process  reengineering,  training,  and  documentation  support. 

Competition 

J.D.  Edwards’  primary  competitors  include  SAP,  System  Software  Associates,  Oracle,  Baan,  and 
PeopleSoft. 

Assessment 

J.D.  Edwards  considers  its  strengths  to  include: 

• Customer  orientation — With  high  customer  satisfaction  ratings 

• Application  breadth — A true  ERP  solution  for  a range  of  industries  and  selected  public  sector 
organizations 

• Commitment  to  on-time / on-budget  implementation — A record  of  short  time-to-benefit 
implementation 

• Architecture — An  open  event/object-based  network  centric  solution  that  is  scaleable  from 
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laptop  to  S/390 

• Viability — A debt-free,  financially  sound,  employee-owned  company  that  has  demonstrated 
significant  and  continuous  growth  for  twenty  years 

• Worldwide  operations — Installed  base  of  customers  in  more  than  90  countries  serviced  by 
worldwide  sales  and  support  organizations 

J.D.  Edwards’  challenges  include: 

• Managing  resources  to  support  continued  revenue  growth  which  has  averaged  almost  40%  per 
year  over  the  last  five  years 

• Maintaining  a high  level  of  customer  satisfaction  while  moving  into  the  open  systems  arena 

• Raising  market  recognition  in  the  highly  competitive  packaged  business  solutions  marketplace 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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KPMG  Consulting  Services 


UPDATED: 

03/31/1998 


Headquarters 


Chairman: 

Status: 


Summary  Info 


Colin  M.  Sharman 

Subsidiary 

KPMG 

15,000(12/1997) 
$2,000.0  mil 


767  Fith  Avenue 
New  York,  NY  10153 
U.S. 


Parent: 


Employees: 
Revenue: * 


Phone: 

(212)  909-5000 


Fax: 

(212)909-5299 


Company  Web  Site: 

http://www.  kpmg  .com 


Year  End 


Sep-1997 


Capability  Profiles 


CAPABILITY 

Baan  Services 
Baan  Services 
SAP  Services 


REGION 

Europe 

U.S. 


SAP  Services  (German) 


U.S. 

Germany 


Key  Points 


• In  February  1998,  KPMG  and  Ernst  & Young  called  off  a previously  announced  merger,  citing  the 
elaborate  and  multiple  legal  approvals  needed  to  complete  the  merger. 

• KPMG  Consulting  Services  offers  strategic  services,  package  integration,  systems  integration, 
outsourcing,  and  operations  improvement. 

• Typical  engagements  involve  more  than  a single  capability 

• Package  integration  solutions  include  PeopleSoft,  Baan,  SAP,  and  Oracle  software  planning  . md 
integration 

• Systems  integration  includes  data  warehousing,  client/server  custom  development,  electronic 
commerce, enterprise  networks,  Year  2000  services,  enterprise  integration  and  document  management 

• KPMG  Consulting  Services  is  organized  along  industry  lines  and  deployed  by  region 

Company  Description 

Netherlands-based  KPMG  is  a professional  services  firm  that  offers  value-added  consulting,  assurai  ce  and  tax 
services.  In  December  1997,  there  were  approximately  85,000  personnel  operating  worldwide  in  844  cities  in 
155  countries. 

All  KPMG  global  services,  including  KPMG  Consulting  Services,  are  organized  along  five  industry  li  nes: 

• Financial  services 

• Healthcare  and  life  sciences 

• Information,  communications  and  entertainment 

• Manufacturing,  retailing  and  distribution 

• Public  services 

Company  Strategy 

KPMG  Consulting  Service’s  objective  is  to  partner  with  companies  to  realize  continuous  improvement  with 
managed  information  throughout  the  value  chain.  KPMG  Consulting  Services  offers  flexibility  through  the 
selective  adoption  of  its  services  and  solutions.  At  the  same  time,  KPMG  Consulting  Services  has  successfully 
expanded  its  market  share  in  emerging  high-margin  service  areas  without  sacrificing  its  core  competencies  in 
tax  and  audit. 
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Financials 

KPMG’s  total  worldwide  revenue  for  fiscal  1997  was  approximately  $9.0  billion,  compared  to  approximately 
$8.1  billion  in  fiscal  1996.  KPMG  reports  that  25%  of  the  world’s  1000  largest  corporations  are  clients. 

KPMG’s  worldwide  consulting  revenue  was  approximately  $2.0  billion  in  fiscal  1997. 

Markets 

KPMG  Management  Consulting’s  clients  range  from  startup  firms  with  high  potential  for  growth,  to  large 
established  companies.  An  explanation  of  KPMG  Management  Consulting’s  industry  participation  is  below. 

KPMG’s  Financial  Services  Consulting  is  solely  devoted  to  the  financial  services  industry.  The  financial 
services  industry  is  subdivided  into  Banking  and  Finance,  Insurance,  and  Real  Estate  industry  segments. 

The  global  and  national  health  care  marketplace  is  the  focus  of  the  Health  Care  practice.  This  industry  is 
subdivided  into  Supplier,  Payers,  and  Providers. 

The  Information  Communications  and  Entertainment  practice  addresses  high  technology  intensive 
organizations.  Industry  segments  are  Eletronics,  Software,  Communications,  and  Media. 

The  Manufacturing,  Retailing  and  Distribution  practice  is  segmented  into  Consumer  Markets,  Industrial 
Products,  Automotive,  Chemicals  and  Energy,  and  Transportation. 

The  Public  Services  practice  serves  clients  in  government  and  higher  education  through  Federal,  State  and 
Local,  and  Higher  Education  & Not-for- Profits  industry  segments. 

These  markets  appeal  to  KPMG  for  the  following  reasons: 

• They  are  characterized  by  large,  complex  information  technology  organizations 

• They  have  a history  of  consultant  use 

• They  show  clear  industry  trends  of  growth  and  complexity 

• They  often  have  complex,  transaction-based  internal  operations 

Geographic  Markets 


Approximately  40%  ($3.6  billion)  of  KPMG’s  fiscal  1997  revenue  was  derived  from  North  America,  and  the 
remaining  60%  ($5.4  billion)  from  international  sources. 

Employees 


Worldwide,  KPMG  has  approximately  72,750  personnel  including  over  6,000  partners.  The  U.S.  firm  has 
approximately  17,000  personnel  including  more  than  1,400  partners. 

KPMG  Consulting  Services  has  approximately  15,000  personnel  worldwide,  6,000  based  in  the  United  States. 

Key  Products  and  Services 

Solutions  are  focused  on  five  interrelated  areas: 

• Strategy — by  focusing  on  the  central  business  management  challenges  facing  organizations,  the 
Strategy  Practice  can  help  guide  the  overall  direction  of  a client’s  enterprise.  For  newly  created 
conglomerates,  the  Strategy  Practice  has  skills  in  the  area  of  post-merger  integration. 

• Package  integration — SAP,  PeopleSoft,  Baan,  and  Oracle  package  integration  for  commercial  businesses 
and  the  Performance  Series,  an  integrated  suite  of  eight  applications,  for  government.  KPMG 
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Consulting  Services  offers  rapid  package  implementation  for  clients  willing  to  undertake  a project 
within  a compressed  time  frame.  To  support  this  offering,  KPMG  Consulting  Services  has  created  a set 
of  tools  for  each  of  the  software  packages. 

• Systems  integration — services  for  electronic  commerce,  data  warehousing,  client/server  development, 
Year  2000,  enterprise  networks,  enterprise  integration  services,  and  document  management. 

Within  electronic  commerce,  there  are  offerings  to  support  electronic  financial  services,  electronic 
transaction  processing,  on-line  services  and  information  publishing,  electronic  storefronts,  education  and 
entertainment,  and  extended  enterprises. 

Enterprise  integration  services  is  wrapped  around  needs  assessment,  system  and  network  design, 
migration  planning,  and  product  procurement.  Maintenance  and  support  services  are  offered  for  ongoing 
post-implementation  needs. 

• Outsourcing — delegation  of  business  processes  in  finance  and  administration,  document  management, 
and  human  resources.  KPMG  Consulting  Service’s  traditional  strength  in  outsourcing  has  been  in  the 
government  sector,  with  not-for-profits,  and  with  educational  institutions. 

• Operations  improvement — performance  improvement  through  targeting  key  processes  and  identifying 
and  initiating  technology  improvement.  Operations  improvement  supports  all  practice  areas  and  relies 
heavily  on  benchmarks  and  industry  best  practices  in  its  evaluation  process. 

Supply  chain  management  for  retail  opertions  and  logistics  is  a significant  activity  within  operations 
improvement. 

Improving  information  integrity  and  security  is  an  additional  area  of  focus 
Solutions  are  supported  by  the  creation  of  specialized  facilities  such  as: 

<»  KPMG  Institute 

A research  group  within  the  Strategy  Practice  that  offers  perspectives  on  the  forces  shaping  :lients’ 
business  and  technology  issues,  the  KPMG  Institute  offers  services  on  knowledge  management,  network 
organizations,  merger  and  acquisition  management,  and  market  repositioning, 
u Advanced  Technology  Labs 

The  Advanced  Technology  Labs  are  a key  ingredient  in  KPMG  Management  Consulting’s  Advanced 
Technology  Services.  The  labs  can  be  engaged  to  evaluate  products  and  tools  and  simulate  environments 
without  tying  up  resources  at  the  client  site. 

» Client  Mentoring  Center  for  Data  Warehousing 
« Y2000  Conversion  Factory 

u SAP  Global  Competancy  Center  (Frankfurt,  Germany) 

Clients 


KPMG  Consulting  Serivces  Representative  Clients 


Industry  Focus 

Client 

Financial  Services 

Allstate 

Bank  of  America 
Chase 
Wells  Fargo 

Healthcare  and  Life  Sciences 

Aetna/U.S.  Healthcare 
Bristol-Myers  Squibb 
GE  Medical 

University  of  California  Medical  Centers 

Information  Communications  & 

Adobe  Systems 

Entertainment 

Hewlett-Packard 
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Entertainment 

National  Semiconductor 
Virgin  Records 

Manufacturing  Retailing  and  Distribution 

Boeing 

Chrysler  Corporation 

J.C.  Penney 
Hoechst  Celanese 

Public  Services 

City  of  New  York 

Harvard  University 

U.S.  Department  of  Education 

U.S.  Department  of  Justice 

Source:  KPMG 


Alliances 

KPMG  forms  alliances  to  either  expand/enhance  the  firm’s  expertise  or  service  offerings,  or  to  provide  the 
company  entry  into  new  or  emerging  markets.  Alliances  include  agreements  with: 

• Aurum 

• Baan 

• Bain  PDM 

• BMC 

• Hyperion 

• Manugistics 

• Oracle 

• PeopleSoft 
. SAP 

• Siebel  Systems 

KPMG  also  has  arrangements  with  Compaq  and  Hewlett-Packard  which  grants  KPMG  the  ability  to  resell 
hardware  from  the  two  vendors. 

Competition 

KPMG  Consulting  Services  competes  with  Andersen  Consulting,  Ernst  & Young,  Coopers  & Lybrand,  Deloitte 
& Touche,  Price  Waterhouse,  Computer  Sciences  Corporation,  Electronic  Data  Systems,  Digital  Equipment 
Corporation  and  International  Business  Machines  (IBM). 

Assessment 


KPMG  Consulting  Services  considers  its  strengths  to  include: 

• Industry-specific  focus 

• End-to-end  solutions 

• Proven  methodologies 

• Skill  at  transferring  knowledge  to  clients 
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INPUT  feels  that  KPMG  Consulting  Services  is  a resoureful  financial  management  firm  with  significant 
information  technology  expertise.  The  control  KPMG  Consulting  Services  has  demonstrated  over  time  on 
challenging  projects  is  evidenced  by  the  one-hundred  percent  record  of  projects-to-completion  for  SAP— there 
have  been  no  instances  of  clients  pulling  out  of  an  engagement  once  the  implementation  had  begun. 

KPMG  Consulting  Serices  has  developed  strong  alliances  with  key  software  providers  and  continues  to  develop 
new  alliances  such  as  the  recently  announced  agreement  with  Manujistics.  The  firm  is  skilled  at  matching 
market  demands  with  their  service  offerings  and  should  enjoy  above-average  success  over  the  near  term. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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01/01/1996  Headquarters 

5490  Canoga  Avenue 
Woodland  Hills,  CA  91367-4040 
U.S. 

Phone:  Fax: 

(818)71 5-5200  (818)71 5-5286 

Company  Web  Site: 

http://www.littonlcs.com 

Key  Points 


President: 

Status: 

Parent: 

Employees: 

Revenue: 


Summary  Info 

Henry  Bodurka 
Division 

Litton  Industries,  Inc. 
400  (07/1996) 

$ 110.0  mil 


Year  End  Jul-1995 


• Litton  Computer  Services  (LCS)  provides  a range  of  processing,  systems  integration,  and  professional  services  to 
government  and  commercial  clients. 

• Effective  July  29,  1996,  LCS'  federal-related  operations  will  be  merged  with  PRC,  which  was  acquired  by  Litton 
Industries  in  December  1995.  PRC  will  be  managed  by  Litton  as  a standalone  division  and  will  do  business  as 
Litton/PRC.  LCS  will  then  focus  exclusively  on  commercial  markets. 

• In  addition  to  processing  services  and  systems  integration,  LCS  has  expanded  its  professional  services  and  network 
services.  The  company  is  also  involved  in  retail  credit  and  manufacturing  processing  and  is  positioning  itself  to  expand 
into  the  travel  and  hospitality  marketplace. 

• During  1995  and  1996,  LCS  captured  major  information  systems  and  information  technology  management  contracts 
with  Solar  Turbines,  Inc.  (San  Diego)  and  HFS  (Hospitality  Franchise  Systems),  Inc.  (New  Jersey). 

Company  Description 


LCS  provides  systems  integration  and  processing  services  for  government  and  industry. 


Through  fiscal  1 996,  LCS  provided  services  in  five  major  business  areas: 


t)  Information  processing  for  commercial  clients 

•>  Professional  and  systems  integration  services  for  commercial  clients 

v Software  development  and  maintenance  for  the  Air  Force  Space  Program 

«•  Automated  information  system  design  and  development  for  the  Air  Force  Materiel  Command  and  foreign  governments 
« Wide-area  and  local-area  data  communications  and  network  support  services 

Effective  July  29,  1996,  LCS  will  provide  services  to  the  commercial  sector  and  Litton/PRC  will  handle  federal  government 
contracts. 

LCS  currently  operates  as  a division  of  Litton  Industries’  Command,  Control  and  Communications  group.  Litton  Industries, 
headquartered  in  Woodland  Hills  (CA),  is  a $4.0  billion  global  corporation  with  35,000  employees  involved  in  government  and 
commercial  operations,  including  defense-related  activities,  advanced  electronics,  and  marine  engineering  and  production. 

Company  History 


The  professional  services  portion  of  LCS'  operations  was  founded  in  1961  to  develop  software  for  the  newly  established  Air 
Force  Satellite  Control  Facility. 

In  1 964,  that  business  was  acquired  by  Litton  Industries  and  operated  as  the  Mellonics  Systems  Development  Divis  ion  of  Litton 
until  1 986.  In  1 986,  the  Mellonics  Division  and  Litton's  information  processing  operations  were  merged  to  form  what  is  now 
LCS. 

Organization  and  Structure 
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Through  July  1996,  LCS  operated  from  the  following  facilities: 

• San  Jose  (CA)  -Division  headquarters  and  Air  Force  space  systems  support 

• Carrollton  (TX)  —Facilities  management  (commercial) 

• Colorado  Springs  (CO)  —Software  support  for  the  Air  Force  Space  Command 

• Dayton  (OH)  —Automated  information  systems  for  the  Air  Force  Materiel  Command 

• Phoenix  (AZ)  —Facilities  management  (commercial) 

• Washington,  D.C.  —Customer  support  and  federal  marketing 

• Woodland  Hills  (CA)  —Information  processing  center,  user  help  desk,  customer  support,  sales,  and  administration 
Effective  August  1 , 1 996,  LCS  will  be  organized  into  the  following  facilities/units: 

• Woodland  Hills  (CA)  —Division  headquarters,  information  processing  center,  user  help  desk,  customer  support,  sales, 
and  administration 

• Carrollton  (TX)-  -Facilities  management  (commercial) 

• Phoenix  (AZ)  —Facilities  management  (commercial) 

Sales  and  additional  customer  support  offices  are  maintained  in  San  Diego  and  San  Jose  (CA)  and  Lincoln  Park  (NJ). 

Company  Strategy 


LCS'  strategy  includes  the  following  elements: 

• To  focus  on  commercial  processing,  systems  integration,  professional  services,  and  telecommunications  opportunities 

• To  focus  on  the  travel  and  hospitality  industry 

• To  focus  on  Year  2000  professional  services 

• To  focus  on  the  health  care  industry 

Financials 


INPUT  estimates  that  LCS’  total  fiscal  1995  revenue  was  $1 10  million,  compared  to  $105  million  in  fiscal  1994. 

Revenue  Analysis  by  Product/Service 

Approximately  85%  of  total  revenue  for  fiscal  1995  was  derived  from  commercial  and  government  clients  and  15%  from  other 
divisions  of  Litton  Industries. 

Approximately  60%  of  noncaptive  revenue  was  derived  from  processing  services  and  40%  from  professional  and  systems 
integration  services. 

Market  Financials 


Approximately  60%  of  noncaptive  revenue  was  derived  from  commercial  clients  and  40%  from  government. 

LCS’  network  and  communications  services  revenue  is  derived  primarily  from  commercial  customers  and  other  Litton  divisions. 

Information  processing,  professional  services,  and  system  development  revenue  is  derived  from  government,  as  well  as 
commercial  customers. 


Commercial  clients  are  from  the  distribution,  health  care,  manufacturing,  restaurant,  retail,  software  development,  and  travel  and 
hospitality  industries. 

Geographic  Markets 


Virtually  all  of  LCS'  fiscal  1995  noncaptive  revenue  was  derived  from  the  U.S. 
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Employees 


Prior  to  the  restructuring  of  its  operations,  LCS  had  a staff  of  approximately  650,  including  federal  and  commercial  operations 
and  data  processing  support  for  Litton. 

LCS  now  has  approximately  400  employees  in  support  of  its  commercial  operations. 

Key  Products  and  Services 


Information  Processing 

LCS  provides  on-line  processing  services  via  the  LITTON  DATA  NETWORK  (LDN)  from  its  Woodland  Hills  (CA)  data  center. 


• The  center  has  a combined  floor  space  of  1 45,000  square  feet. 

• Hotline  support  for  all  Information  Processing  customers  is  provided  from  this  facility. 

• Additional  customer  support  staffs  are  maintained  in  Woodland  Hills  and  in  the  Washington,  D.C.  area. 


Information  Processing  is  offered  in  both  timeshared  and  dedicated  modes.  A selection  of  front-end  processors,  software,  and 
customized  interfaces  provides  connectivity  to  any  customer's  workstation  environment. 

• IBM  3090-600J,  3090-600S,  and  E/S  9121-320  mainframes  are  installed  in  support  of  processing  and  network  services, 
o Software  is  available  for  database  management,  data  management,  financial  decision  support,  financial  modeling, 
graphics,  health  care  services,  manufacturing,  office  systems,  work  scheduling,  statistical,  system  security,  word 
processing,  and  network  management  applications. 

«>  Imaging  and  optical  disk  technology  for  CALS  and  other  applications  is  also  supported. 


LCS  also  assists  in  third-party  equipment  management. 

Major  client  application  areas  include  MIS  systems  for  various  systems  of  businesses,  retail  management  systems  for  several 
types  of  store  chains,  and  manufacturing  resource  planning  and  production  control. 

For  the  travel  and  hospitality  industry,  LCS  will  provide  facilities  management,  system  development,  and  systems  ntegration 
services. 


Recent  clients/contracts  include  the  following: 

•>  In  the  second  quarter  of  1996,  LCS  was  awarded  a multiyear  contract  with  HFS,  Inc.  to  provide  reservatioi  s and 
business  systems  facilities  management. 

<* *  In  the  first  quarter  of  1996,  LCS  was  awarded  a multiyear  contract  from  Rockwell  Rocketdyne  Division,  a major 
aerospace  manufacturer,  to  provide  data  center  outsourcing  and  network  management  services. 


Effective  July  1996,  Litton  outsourced  its  processing  for  its  federal  operations  to  Lockheed  Martin. 

Information  Processing  Professional  Services 

LCS  provides  a range  of  information  technology  services  to  Information  Processing  clients  as  well  as  to  the  marketplace  in 
general. 

LCS  offers  studies,  planning  assistance,  customized  development,  and  systems  implementation,  operations,  and  ongoing 
maintenance  to  provide  total  solutions  to  assist  clients  with  problems  in  information  technology  assimilation.  Areas  supported 
include: 


• Business  management 

• System  analysis  and  design 

• CASE  technology 

• Strategic  systems  planning 

• Systems  integration 

• Client/server  applications 
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• Optical  disk  technology 

• Project  management 

Systems  Design  and  Software  Development 

LCS  undertakes  the  implementation  of  major  information  systems  for  the  federal  government  in  the  areas  of  space  satellite 
control  and  logistics  management.  LCS  also  provides  the  associated  engineering  services  and  operations  management,  if  needed. 


Areas  of  expertise  include  systems  engineering,  analysis,  integration,  and  operation;  systems  modeling  and  simulation;  command 
and  control;  feasibility  studies;  management  information  systems;  and  the  development  of  real-time  software. 


LCS  is  a prime  contractor  for  the  U.S.  Air  Force  Reliability  and  Maintainability  Information  System  (REMIS). 


• This  systems  integration  project  gives  the  Air  Force  the  ability  to  retrieve  reliability  and  maintainability  logistics  data 
worldwide.  REMIS  supports  more  than  2,000  users  throughout  the  major  command,  air  logistics  centers,  and  technology 
repair  centers. 

• The  system  consists  of  Tandem  Himalaya  computers  and  hundreds  of  terminals. 

• The  current  value  of  this  1 0-year  program  is  more  than  $ 1 30  million. 

For  more  than  three  decades,  LCS  has  provided  continuing  support  to  U.S.  military  space  programs  in  the  areas  of  systems 
design,  development,  and  software  engineering. 

Since  1961,  LCS  has  served  as  a real-time  data  systems  software  development  contractor  for  U.S.  Air  Force  satellite  control 
systems. 


• In  this  role,  LCS  has  developed  software  for  orbit  support,  satellite  command  and  control,  telemetry  evaluation,  and 
communications. 

• Software  support  provided  by  LCS  includes  analysis;  design;  coding;  configuration  management;  specification 
development;  integration,  test,  and  evaluation;  verification  and  validation;  program  maintenance;  documentation  and 
library  maintenance;  and  management  and  consulting. 

Communications  and  Network  Management 

The  LITTON  DATA  NETWORK  (LDN)  provides  client  connectivity  to  the  LCS  Information  Processing  systems  and  also 
provides  others  with  high-capacity,  fully  redundant,  and  auto  rerouting  data  communications  capability  on  an  outsourced  basis. 

The  LDN  consists  of  multiple  T-l  backbone  circuits  and  numerous  integrated  digital  network  exchanges  that  provide 
connectivity  to  network  nodes  throughout  the  U.S.  and  in  Europe  and  the  Far  East. 

In  support  of  LDN  users,  LCS  also  provides  a package  of  network  services,  including: 

• Voice  and  data  requirements  analysis 

• Network  evaluation  and  integration 

• Communications  software  development 

• Network  management 

• Network  (LAN  and  WAN)  consulting  and  design 

• EDI 

• Transparent  data  transfer 

• Multiplatform  computing 

• Project  management 

Clients 


LCS1  primary  government  client  is  the  U.S.  Air  Force. 

Major  commercial  clients,  by  industry,  include  the  following: 

• Distribution  — AmeriGas,  Wickes  Lumber,  Terex,  Air  Liquide 

• Health  care  —Kaiser,  Oxford  Health  Plan,  PacifiCare,  Prudential  Prucare 

• Manufacturing  — NASSCO,  Rockwell  Rocketdyne  Division,  Solar  Turbines,  Inc. 

• Restaurants—  Foodmaker 
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• Retail  —Barney's,  Brooks  Brothers,  Star  Markets 

• Software  development  —Sterling  Software,  Viasoft 

• Travel  and  hospitality  —American  Tours  International,  Hawaiian  Airlines,  Hilton  Hotels  Corporation,  HFS,  Inc. 

Marketing  and  Sales 


LCS  sells  its  commercial  services  primarily  through  a direct  sales  force. 

Alliances 


LCS  has  alliances/marketing  agreements  with  various  vendors,  including: 


• Computer  Associates  International 

• Dun  & Bradstreet  Software 

• Hewlett-Packard 

• IBM 

• Sun  Microsystems 

• Sybase 
» Viasoft 

Competition 


LCS'  competitors  include  the  major  players  across  the  spectrum  of  the  government  and  commercial  information  services 
business,  including  Computer  Sciences  Corporation  (CSC),  Electronic  Data  Systems  (EDS),  General  Electric,  Andersen 
Consulting,  Lockheed  Martin,  Loral,  and  TRW. 


In  the  commercial  market,  major  competitors  include  EDS,  CSC,  and  IBM  ISSC. 

Assessment 


LCS'  major  strengths  include: 


<»  Facilities  management 
« Data  center  migration  services 
» Database  management 
ii  Systems  development  and  systems  integration 
i»  Reliability  of  services 

Challenges  over  the  coming  year  include: 

» Expand  commercial  processing,  systems  integration,  professional  services,  and  telecommunications  opportunities 
» Expand  travel  and  hospitality  industry  client  base  and  services 

• Expand  Year  2000  services 

# Expand  health  care  industry  client  base  and  services 


Parent  Company 


Litton  Industries,  Inc. 

2 1 240  Burbank  Boulevard 
Woodland  Hills,  CA  91367-6675 
Phone:  (818)  598-5000 


For  INPUT  Hotline  Support,  submit  e-mail  to  hoJiine@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

01/01/1996 


Headquarters 

68  Newman  Street 
London  W1A4SE 
United  Kingdom 

U.S.  Office 

u.s. 

Phone:  Fax: 

+44(0)171  637  9111  +44(0)171  817  7006 


Summary  Info 


Chairman: 

CEO: 

Status: 

Employees: 

Revenue: 
Revenue  (u  mil): 

Year  End 


Paul  Bosonnet 
Dr.  Martin  Read 
Public 
3,387 

$ 381.0  mil 
228.0 


Jun-1994 


Key  Points 


• UK-based  independent  professional  services,  systems  integration  and  software  development 
company 

• Extensive  range  of  software  products 

• Key  country  markets  are  UK,  Italy,  Netherlands  and  Germany 

» Key  vertical  markets  are  finance,  telecommunications,  utilities,  defence  and  government 
« Sound  financial  results  reported  for  second  half  of  1994. 


Company  Description 

Founded  in  London  in  1969,  Logica  quickly  established  itself  as  a company  which  could  combine 
technical  expertise  in  information  systems  with  a thorough  understanding  of  the  client’s  business.  In 
1983,  the  company  was  floated  on  the  London  Stock  Exchange  and  thus  was  able  to  attrac  financial 
resources  from  international  investors. 


Today,  Logica  is  among  the  top  10  European  Systems  Integration  companies  with  signifies  nt 
capabilities  in  IS-consulting  and  software  development.  50%  of  revenues  are  derived  from  the  UK 
home  market,  27%  from  Continental  Europe,  13%  from  North  America  and  10%  from  the  Asia  Pacific 
region. 

Logica’s  strengths  lie  in  banking  and  finance,  defence  and  government,  energy,  utihties  and  space. 
These  sector-based  skills  are  being  extended  throughout  Logica’s  chosen  geographic  markets. 

Operations  and  Structure 

Exhibit  1 shows  the  main  operating  subsidiary  locations.  In  the  UK  Logica  is  organised  to  serve 
vertical  markets:  Logica  Defence  & Civil  Government  Ltd,  Logica  Space  & Communications  Ltd, 
Logica  Finance  Ltd  and  Logica  Industry  Ltd.  Its  market  research  organisation  is  Logica  Cambridge 
Ltd. 

Logica  does  not  have  a division  dedicated  to  systems  integration.  Large  projects  are  handled  within 
the  relevant  vertical  division  which  contain  all  necessary  sales,  project  management  and 
implementation  personnel. 

Exhibit  1 


Logica  Pic 

Main  Operating  Subsidiary  Locations, 
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Country 

City 

UK 

London,  Surrey,  Cambridge,  Aberdeen,  Bristol,  Manchester 

Netherlands 

Rotterdam,  Woerden,  Groningen 

Germany 

Frankfurt 

Switzerland 

Zurich,  Geneva 

Belgium 

Brussels 

Sweden 

Stockholm 

Italy 

Milan,  Bologna,  Turin,  Ivrea 

United  Arab  Emirates 

Dubai 

Australia 

Melbourne,  Sydney 

New  Zealand 

Wellington 

Hong  Kong 

Hong  Kong 

Malaysia 

Kuala  Lumpur 

Singapore 

Singapore 

USA 

Boston,  New  York,  Fort  Lauderdale,  San  Francisco,  Los  Angeles,  Dallas, 
Williamsburg,  Houston 

Canada 

Toronto 

Source:  Logica 


Company  Strategy 

Logica’s  main  routes  to  growth  in  1994/95  are  based  on  expanding  existing  business  relationships. 
Some  of  these,  such  as  government,  defence  and  transport,  will  remain  primarily  national 
businesses,  whilst  others  offer  the  opportunity  to  boost  Logica’s  international  network. 

Logica  recognises  the  importance  of  partnerships  in  support  of  its  systems  integration  activities,  and 
is  seeking  to  establish  relationships  with  both  clients  and  other  vendors.  Recent  examples  of  this 
include  the  formation  of  Speedwing,  a joint  venture  with  British  Airways,  and  a co-operative 
business  agreement  with  Yorkshire  Water. 

The  company  has  also  established  a strong  relationship  with  Tandem  involving  a co-operative 
marketing  agreement  covering  the  latter’s  intelligent  networking  application  software  products  and 
the  joint  development  of  X. 400  products.  Future  projects  will  thus  be  handled  to  an  increasing  extent 
through  multinational  consortia  in  order  to  support  Logica’s  strategy  of  extensive  international 
coverage. 

Logica  is  re-enforcing  its  partnerships  with  the  equipment  vendors.  The  company  has  assisted  IBM 
in  developing  a number  of  software  products  and  views  this  activity  as  a key  means  of  gaining  early 
product  information,  thus  providing  the  opportunity  to  use  the  products  in  systems  integration 
projects  or  to  assist  in  early  implementation. 
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The  company  will  continue  to  develop  its  own  software  kernels  (software  building  blocks  that  are 
used  to  rephcate  generic  appbcations  functionabty).  Additionally  it  is  increasingly  keen  to  form 
partnerships  with  vendors  of  key  software  products  since  it  recognises  the  increasing  requirement  for 
such  products  within  systems  integration  projects. 

With  its  considerable  telecommunications  expertise,  and  its  own  gateway  product,  Logica  may  also 
expand  its  network  integration  activities. 

However,  Logica  remains  a specialist  in  technical  computing  and  will  continue  its  research  into 
leading  edge  technologies  such  as  neural  networks,  speech  and  language  technology  and  signal 
processing. 

Financials 

Exhibit  2 provides  a five-year  analysis  of  Logica’s  financial  results. 

Exhibit  2 


Logica  Pic 

Five-Year  Financial  Summary,  1994  (FYE  30-06-94),  PS£  millions 


Year 

1990 

1991 

1992 

1993 

1994 

Revenue 

190.8 

197.8 

200.4 

217.4 

228.8 

Annual  Growth  Rate 

10% 

4% 

1% 

8% 

5% 

Profit  before  Tax 

8.8 

3.7 

7.1 

9.0 

13.5 

Profit  after  T ax 

5.3 

-1.0 

4.2 

5.3 

8.5 

Revenue  per  Employee 

0.052 

0.055 

0.059 

0.063 

0.068 

Source:  Logica 


Market  Analysis 

Exhibit  3 shows  Logica’s  revenue  analysed  by  INPUT  delivery  modes. 
Exhibit  3 


Logica  Pic 

Revenue  by  Delivery  Mode,  1994 
$ millions 


Delivery  Mode 

Revenue  in 
$ millions 

Share 

Systems  Software 

10 

3% 

Applications  Software 

30 

8% 

Processing  Services 

20 

5% 

Turnkey  Systems 

70 

18% 

Professional  Services 

151 

40% 

Systems  Integration 

100 

26% 

Total  Software  & Services 

381 

100% 
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Source:  INPUT  Estimates 


Exhibit  4 provides  Logica’s  revenues  analysed  by  industry  sectors. 
Exhibit  4 


Logica  Pic 

Revenues  by  Industry  Sectors,  1994 
$ millions 


Industry  Sector 

Revenue 
in  $Millions 

Share 

Discrete  Manufacturing 

56 

15% 

Process  Manufacturing 

20 

5% 

Transport 

35 

9% 

Utilities 

38 

10% 

Telecommunications 

38 

10% 

Banking  & Finance 

95 

25% 

Insurance 

26 

7% 

Local  Government 

8 

2% 

National  Government 

55 

14% 

Cross-industry  Sector: 
Systems  Software  Products 

10 

3% 

Total  Software  & Services 

381 

100% 

Source:  INPUT  Estimates 


Geographic  Markets 


Exhibit  5 identifies  Logica’s  revenues  by  region  while  Exhibit  6 provides  INPUT’S  estimates  of 
Logica’s  software  and  services  revenues  within  Europe. 

Exhibit  5 


Logica  Pic 

Three-Year  Market  Analysis  by  Region, 


Region 

1992 

Revenue  in 
PS£  millions 

Share 

1993 

Revenue  in 
PS£  millions 

Share 

1994 

Revenue  in 
PS£  millions 

Share 

United  Kingdom 

122 

61% 

130 

60% 

115 

50% 

Rest  of  Europe 

40 

20% 

51 

24% 

62 

27% 

North  America 

24 

12% 

22 

10% 

30 

13% 

Asia  Pacific 

15 

8% 

14 

6% 

22 

10% 

Total 

200 

100% 

217 

100% 

229 

100% 

Source:  Logica 


The  interim’s  results  for  the  end  of  1994  report  another  slight  shift  towards  the  European 
(Continental)  and  North  American  operations.  By  December  1994,  the  UK  accounted  for  48%,  the 
rest  of  Europe  for  28%,  North  America  for  14%  and  Asia  Pacific  for  10%  of  Logica’s  revenues. 

Exhibit  6 
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Logica  Pic 

Estimated  Revenues  by  Country 
Europe  1994  in  $ millions 


Country 

Revenue  in  $ millions 

Share 

UK 

192 

66% 

Italy 

40 

14% 

Netherlands 

35 

12% 

Germany 

12 

4% 

Belgium/Luxembourg 

4 

2% 

Switzerland 

5 

2% 

Sweden 

3 

1% 

Denmark 

1 

<1% 

Eastern  Europe 

1 

<1% 

Total  European  S&S  Revenue 

293 

100% 

Source:  INPUT  Estimates 


Employees 

The  average  number  of  staff  employed  worldwide  during  the  year  1994  was  3,041  compared  with 
3,073  in  1993.  Exhibit  7 shows  the  geographic  staff  distribution  of  Logica  worldwide  at  30  June  1994. 

Exhibit  7 


Logica  Pic 

Number  of  Staff  by  Regions  1994 


Region 

Employees 

Shaie 

United  Kingdom 

2,131 

62% 

Rest  of  Europe 

687 

20% 

North  America 

411 

12% 

Asia  / Pacific 

187 

5% 

Total 

3,416 

100% 

Source:  Logica 


Key  Products  and  Services 

Logica  recognises  the  role  of  software  products  in  supporting  its  systems  integration  activity.  The 
company's  software  product  portfolio  includes: 

• ON/2,  a financial  transaction  processing  system 

• BESS,  a modular  global  funds  transfer  system 

• FASTWIRE,  a communications  product 

• An  X.400  product  being  developed  in  conjunction  with  Tandem 

• Logica  Transaction  Director  for  interconnection  of  applications  across  differing  hardware 
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platforms 

• Storenet/2,  an  EPOS  networking  product 

• Master  Control  2000  for  operational  pipeline  management 

• ENDS,  for  electrical  utilities 

• TRACE,  a personnel  movements  tracking  product  used  by  oil  companies 

• CARDS,  for  manpower  planning  and  colliery  management 

• GALLERY  2000,  a stills  (photographic  image)  library  management  system. 

Recent  Projects 

Logica’s  Precision  Software  division  has  been  working  with  Bank  Julius  Baer  & Company  Ltd,  a top 
ten  Swiss  bank  holding  company.  Logica  provided  the  bank’s  New  York  affiliate  with  the  capabilities 
for  an  integrated  commercial  loan  processing  system,  based  on  the  Loan  Syndicator  product.  The 
project  claims  to  having  reduced  staff  overheads  by  25%. 

As  a systems  integrator,  Logica  acted  for  an  EDI  solution  project  for  Radio  Austria  Communications. 
The  EDI  solution  will  enable  Radio  Austria  to  manage  the  transfer  of  electronic  messages  between  a 
vast  range  of  computer  systems  and  applications. 

Hills,  a large  chemical  company  in  Germany,  is  also  piloting  NonStop  Messaging  to  link  its  33,000 
staff. 

In  a £3  million  contract  for  the  UK  Ministry  of  Defence,  Logica  is  leading  a study  to  advise  on  the 
introduction  of  microwave  landing  systems  (MLS)  for  military  applications.  Work  includes  the  supply 
and  installation  of  a fully  operational  MLS  ground  station  together  with  complementary  aircraft 
systems. 

Logica  supplied  the  satellite  control  centre  for  the  first  Turkish  domestic  satellite  system,  Turksat,  as 
part  of  a ground  control  segment  supplied  by  ALCATEL  ESPACE  of  France.  Facilities  are  located  at 
two  sites  near  Ankara,  providing  back-up  support.  The  centre  now  controls  Turksat- IB,  which  was 
launched  on  10  August  1994,  and  is  ready  to  support  Turksat-lC,  due  for  launch  in  1996. 

In  December  1993,  Logica  conducted  the  strategic  National  Servers  Pilot  Project  on  behalf  of  the 
European  Commission  under  the  IDA  programme  (interchange  of  data  between  administrations). 
This  initial  phase  linked  the  agriculture,  statistics  and  customs  departments  of  five  Member  States 
within  the  EC.  Logica  was  the  main  contractor,  project  managing  multiple  subcontractors. 

For  the  Dutch  Ministry  of  Transport,  Public  Works  and  Water  Management,  Logica  designed  and 
built  the  MONICA  system  which  caters  for  dynamic  traffic  flow  information  for  the  Dutch  highway 
network.  Information  on  traffic  speed  and  density,  from  600  current  measurement  loops  increasing 
to  10,000  in  the  future,  is  transmitted  at  one-minute  intervals  via  a national  network  to  the 
Netherlands  Transport  Research  Centre  (AW),  where  it  provides  the  basis  for  real-time  traffic 
management. 

National  Australia  Bank  was  helped  by  Logica  to  set  up  a new  dealing  room  system  in  Melbourne 
and  the  system  has  now  been  rolled  out  to  its  other  major  dealing  rooms  including  Sydney,  London 
and  Wellington. 

As  part  of  its  global  account  relationship  with  Reuters,  Logica  was  asked  to  contribute  advanced 
skills  in  human  computer  interaction  to  the  analysis  of  how  to  design  and  build  interfaces  which  are 
easy  and  intuitive  to  learn  and  operate  and  which  also  give  the  Reuters  range  of  products  a 
consistent  brand  image. 

Using  state-of-the-art  speech  recognition  technology,  Logica  supplied  a system  to  Telia,  Sweden’s 
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telecommunications  provider,  which  will  partly  automate  the  directory  enquiries  service.  The  system 
is  expected  to  cut  administrative  costs  and  reduce  the  length  of  time  taken  to  deal  with  enquiries  by 
15  seconds  per  call  for  each  of  the  60  million  calls  Telia  receives  every  year. 

For  Ameritech,  a U.S.  regional  telecommunications  company,  Logica  is  developing  the  software 
infrastructure  to  enable  the  delivery  of  interactive  multimedia,  entertainment  and  information 
services  to  customers  across  the  Midwest.  Logica  is  currently  providing  consulting,  software 
engineering  and  systems  integration  services  to  discrete  efforts  related  to  the  Ameritech  VIS 
programme.  This  work  includes  the  high-level  systems  architecture  of  major  system  components, 
including  the  interface  between  what  a television  viewer  sees  and  the  system  components  which 
allow  it  to  operate. 

In  May  1995,  Logica  won  a systems  integration  contract  to  provide  the  national  automated  teller 
machine/point  of  sale  (ATM/POS)  switch  for  the  United  Arab  Emirates  (UAE)  Central  Bank.  Twenty- 
seven  banks  in  the  UAE,  including  all  the  major  domestic  and  foreign  banks,  have  joined  the  scheme. 
The  first  bank  will  go  five  in  late  1995. 

In  a two-year  WIPS  (Worldwide  Integrated  Purchasing  System)  project,  140  specialists  from  Ford 
and  Logica  are  operating  as  a team  based  in  three  countries.  The  WIPS  project  forms  part  of  a 
globalisation  programme  within  Ford  to  prepare  the  organisation  for  its  high- volume  purchasing 
activities.  Functional  design  was  completed  in  Detroit  USA;  project  programming  in  Basildon,  UK; 
and  computer  operations  in  Cologne,  Germany. 

In  September  1994,  the  Oslo  Stock  Exchange  awarded  Logica  a contract  to  build  its  Next  Generation 
Trading  System  (NGTS).  The  system  is  expected  to  offer  greater  trading  efficiency  by  enabling  off- 
floor  trading.  The  contract  is  estimated  to  be  worth  approximately  NOK  50  million 
($7.5  Million). 

Clients 

Exhibit  8 provides  a representative  list  of  Logica’s  recent  clients. 

INPUT  Assessment 

Logica  has  a long  history  of  implementing  large  professional  service  projects  and  has  built  strong 
positions  in  the  space,  telecommunications,  energy  and  utilities  sectors.  Considerably  infh  enced  by 
the  company’s  telecommunications  expertise  and  product  portfolio,  Logica  has  built  up  extensive 
capabilities  in  the  banking  and  finance  sector  and  has  recently  expanded  strongly  into  transport.  It  is 
still  comparatively  weak  in  the  general  manufacturing  and  commercial  sectors  where  the  ( ompany 
seems  to  play  a supporting  professional  services  role  to  equipment  vendors,  for  example  IE  M.  Logica 
may  soon  increasingly  apply  its  network  integration  skills  across  a broader  range  of  industry  sectors. 

Logica  increasingly  reflects  the  more  global  requirements  of  its  clients  by  setting  up  international 
lines  of  business  in  its  key  verticals,  namely  finance,  telecommunications,  energy  and  utilities. 
Exceptions  to  this  trend  are  the  defence  and  government  operations,  in  which  Logica  faces  severe 
competitive,  administrative  and  political  restrictions  in  exporting  its  services. 

However,  poor  geographical  coverage  is  an  obstacle  to  the  realisation  of  Logica’s  vision  of  becoming  a 
leading  worldwide  independent  consulting,  systems  integration  and  software  company.  Although 
there  has  been  some  new  investment  with  acquisitions  of  smaller  software  companies  in  the  US 
(Precision  Software  Corp.  in  May  1994,  Synercom  Software  in  September  1994),  the  company  still 
has  a long  way  to  go  in  catch  up  with  its  major  competitors  who  are  endeavouring  to  establish  a 
significant  presence  in  all  of  the  principal  European  countries.  Logica’s  business  is  still  mainly 
generated  in  the  UK,  Netherlands,  Italy  and  to  some  extent  Germany. 
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Financial  results  improved  during  1994  following  significant  re-organisation,  putting  Logica  in  a 
good  position  to  place  more  emphasis  on  the  expansion  of  its  international  coverage.  In  the  past,  no 
international  strategy  was  evident,  investments  being  made  on  an  ad  hoc  basis  to  satisfy  project- 
based  requirements.  Investment  is  now  necessary  to  enable  Logica  to  bid  for  very  large  Pan- 
European  contracts. 

In  the  recent  past  Logica’s  share  price  made  it  seem  vulnerable  to  hostile  bids,  however,  in  1994/1995 
the  share  price  reached  a higher  and  more  stable  levels. 

Exhibit  8 


Logica  Pic 
Recent  Clients  1995 


Air  Afrique 

European  Space  Agency 

Pacific  Power 

Alcatel  Espace 

EUTELSAT 

Philippine  Airlines  Inc. 

Amoco  Netherlands  Petr  Co 

Fiat 

Philips 

Ass.  Tripartite  Bourses  / SOFFEX 

Fidelity 

PTT  Post  B.V. 

Australia  and  New  Zealand  Banking 
Group 

Fides  Informatic 

PTT  Telecom 

Australia  Post 

First  Interstate  Bank 

Racal  Avionics 

Australian  Broadcasting  Corp. 

Ford 

Reuters  Holding  PLC 

Austrian  Airlines 

GEC  Avionics  Ltd 

Rijkswaterstaat 

Banca  Commercials  Italians 

Hewlett-Packard 

Rover  Group 

Bank  Handlowy  w Warszawie 

Hitachi  Europe  Ltd 

Royal  Bank  of  Scotland 

Bank  of  Hawaii 

HM  Customs  and  Excise 

Saudi  Cairo  Bank 

BankGiro  Centrale  BV 

IBM  United  Kingdom  Ltd 

Shell  International  Trading 

Banque  Nationale  de  Paris 

ICI  Paints 

SNI 

Benetton 

IMRO 

South  African  Airways 

BOC 

ING  Bank 

Sun  Microsystems  Limited 

BP  Chemicals 

Inmarsat 

Tandem  Computers 

British  Aerospace 

J.  Sainsbury  pic 

Teleglobe  Canada 

British  Airways  Pic 

J.  P.  Morgan 

Telia 

British  Gas  pic 

KBW  Effectenbank  B.V. 

The  Bank  of  England 

British  Nuclear  Fuels  pic 

LASMO  (Netherlands)  BV 

The  BBC 

BT 

M&T  Bank 

The  Royal  Hong  Kong  Jockey  Club 

Bull  Information  Systems  Ltd 

Marconi  Underwater  Systems 

The  Stock  Exchange  of  Hong  Kong 
Ltd 

Cable  & Wireless 

Merck  Sharp  & Dohme 

The  Wellcome  Foundation 

Central  Bank  of  Nigeria 

Merrill  Lynch 

Union  Bancaire  Privee 

Cetrel  Luxembourg 

Ministerie  van  Verkeer  en 
Waterstaat 

Union  Bank  of  Switzerland 

Chase  Manhattan  Bank 

Ministry  of  Defence 

United  Saudi  Commercial  Bank 

Chevron  UK  Limited 

Motorola 

Universal  Postal  Union 

Citibank 

National  Australia  Bank 

VSB  Groep 

Civil  Aviation  Authority 

National  Bank  of  Dubai 

Water  Board  - Sydney,  lllawarra, 
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Civil  Aviation  Authority 

National  Bank  of  Dubai 

Blue  Mountains 

Copenhagen  Stock  Exchange 

National  Remote  Sensing  Centre 
Ltd 

Westland  Helicopters 

Credito  Italiano 

National  Rivers  Authority 

Department  of  Health 

NationsBank 

DHL 

NATO 

Dunlop  Limited 

Netherlands  Refining  Company 

Emirates  Bank  International 

Northern  Telecom  Europe 

Energie  Delfland 

NV  Netherlandse  Gasunie 

Enichem  Pelimeri 

Olympic  Airways 

European  Commission 

Oslo  Stock  Exchange 

Source:  INPUT 
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Headquarters 


293  Boston  Post  Road  West 
Morlboro,  MA  01752 
U.S. 

Phone:  Fax: 

(508)  229-071 7 (508)  229-2866 

Company  Web  Site: 

http  ://www.  lycos  .com 


Lycos,  Inc. 


President/CEO: 

Status: 

Employees: 

Revenue: 


Summary  Info 

Robert  J.  Davis 
Public 

60  (07/1996) 

$ 5.3  mil 


Year  End  Jul-1996 


Key  Points 


o Lycos,  Inc.  is  an  Internet  exploration  company  providing  on-line  guides  to  the  World  Wide  Web  for  infonriation  access, 
u In  September  1996,  Lycos  introduced  the  Web's  first  service  specifically  designed  to  identify  pictures,  sounds,  videos, 
and  other  mulitmedia  files  on  the  Internet. 

o During  the  fourth  quarter  of  fiscal  1 996,  Lycos  introduced  several  product  and  technological  enhancements,  including 
the  new  CentiSpeed  search  technology  and  Lycos  PeopleFind. 

« In  February  1996,  Lycos  introduced  its  a2z  Directory  of  Web  sites,  now  renamed  Sites  by  Subject. 

<i  In  October  1 995,  the  company  effected  a merger  with  Point  Communications,  the  publisher  of  the  Point  Reviews  on-line 
review  and  rating  guide. 


Company  Description 


Lycos  develops  and  markets  a family  of  products  and  services  that  enable  users  to  sort,  find,  filter,  and  access  infor  nation  and 
resources  on  the  Internet. 

The  company's  services  include  Point  Reviews,  the  Sites  by  Subject  of  Web  sites,  and  the  Lycos  Catalog. 

Lycos  was  formed  in  June  1995  by  CMG@Ventures,  a strategic  and  development  partnership  of  CMG  Information  Services,  to 
license  the  Lycos  Internet  search  and  indexing  technology  from  Carnegie  Mellon  University.  The  technology  was  c eveloped  by 
Dr.  Michael  L.  Mauldin,  currently  the  company's  Chief  Scientist. 

In  April  1996,  Lycos  completed  an  initial  public  offering  of  three  million  shares  of  common  stock,  raising  approxii  lately  $44.0 
million  for  capital  expenditures. 

Organization  and  Structure 


Lycos  is  headquartered  in  Marlboro  (MA),  maintains  a research  and  development  facility  in  Pittsburgh  (PA),  and  h is  a sales 
office  in  New  York  (NY). 

Lycos  also  has  one  wholly  owned  subsidiary.  Point  Acquisition  Corporation,  located  in  New  York  (NY),  into  which  Point 
Communications  was  merged  in  October  1995. 


The  company's  key  executives  are  listed  in  the  exhibit  below. 


Lycos,  Inc. 
Key  Executives 


Name  [~  Title 

Robert  J.  Davis 

President  and  CEO 

'Edward  M.  Philip 

Chief  Financial  Officer 

jBenjamin  P.  Bassi 

VP,  Business  Development 

Sangam  Pant  VP,  Engineering 
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Mark  Simmer 

Editor  in  Chief 

Jan  Horsfall 

VP,  Marketing 

William  M.  Townsend 

VP,  Advertising 

Michael  L.  Mauldin 

Chief  Scientist 

Company  Strategy 


Lycos'  objective  is  to  establish  its  Internet  navigational  products  and  services  as  a branded  media  service  that  viewers  routinely 
go  to  or  go  through  to  find  information  and  resources  on  the  Internet. 

The  company  seeks  to  leverage  the  volume  of  traffic  created  by  its  products  and  services  into  a platform  for  advertisers  to  reach 
their  targeted  audience. 


Key  elements  of  the  company's  strategy  include  the  following: 


• The  company  seeks  to  provide  viewers  with  a "one-stop"  information  destination  for  identifying,  selecting,  and 
accessing  resources  and  information  on  the  Web.  Lycos  recently  integrated  its  catalog,  directory,  and  review  product 
offerings  so  that  viewers  have  access  to  all  of  the  company's  products  and  services  from  any  of  the  Lycos  pages. 

• Lycos  seeks  to  draw  large  numbers  of  viewers  to  its  sites  and  those  of  its  licensees  by  providing  on-line  guides  free  of 
charge  to  users  and  making  the  guides  as  widely  accessible  as  possible.  To  this  end,  the  company  licenses  its  products 
and  technology  to  corporations  such  as  AT&T,  CompuServe,  Focus  On  Line,  and  Microsoft  to  create  multiple  points  of 
entry  and  alternative  distribution  channels  for  its  products  and  services. 

• The  company  is  attempting  to  establish  worldwide  brand  identities  for  its  products  and  services  through  the  on-line 
community  as  well  as  offline  through  other  forms  of  traditional  media.  Lycos  has  also  created  an  editorial  voice  on 
issues  related  to  the  Web  through  its  Point  Reviews  and  columns. 

• Lycos  is  also  pursuing  advertising  solutions  to  allow  advertisers  to  reach  their  target  audiences  through  the  Internet 
effectively.  These  include  advertising  test  campaigns  with  rapid  result  delivery  and  daily  usage  statistics. 

Financials 


Total  revenue  for  the  1 996  fiscal  year,  ended  July  31,1 996,  was  approximately  $5.3  million.  Lycos  generated  a net  loss  of 
approximately  $5. 1 million  ($0.42  per  share)  in  this  first  fiscal  year  of  operation. 

• Lycos'  fiscal  1996  advertising  revenue  was  approximately  $4.5  million  (85%  of  total  revenue). 

• License  and  product  revenues  were  nearly  $780,000  ( 1 5%  of  total  revenue). 


Research  and  development  expenditures  for  fiscal  1996  were  approximately  $907,000  (17%  of  total  revenue). 


Market  Financials 


Lycos  principally  targets  its  search  services  at  end  users  and  enterprise  users. 

Geographic  Markets 


Approximately  94%  of  Lycos'  1996  revenue  was  generated  in  the  U.S.  market,  and  the  remainder  in  international  markets, 
including  Germany,  Japan,  and  Sweden. 

Acquisitions  and  Mergers 


In  October  1 995,  Lycos  effected  a merger  with  Point  Communications,  the  publisher  of  Point  Reviews,  an  on-line  review  and 
rating  guide. 


• Point  Communications  was  merged  with  and  into  Point  Acquisition  Corporation,  a wholly  owned  subsidiary  of  Lycos. 

• Upon  completion  of  the  merger,  the  surviving  corporation  changed  its  name  back  to  Point  Communications. 
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Employees 

On  January  31,  1996,  Lycos  had  28  employees. 

As  of  July  3 1 , 1 996,  the  company  had  60  employees,  segmented  as  follows: 


Marketing  and  sales 25 

Research/development  and 

operations 27 

Finance  and  administrative 8 

60 


Key  Products  and  Services 

Lycos  offers  a family  of  products  that  enables  users  to  sort,  find,  filter,  and  access  the  information  and  resources  on  the  Internet. 

The  company's  products  and  services,  Lycos  Catalog,  Sites  by  Subject,  and  Point  Reviews  home  pages,  allow  users  to  access  the 
Internet  using  Web  browsers  such  as  Netscape's  Navigator  or  Microsoft's  Internet  Explorer. 

In  September  1996,  Lycos  introduced  a new  technology  to  its  Web  site  that  allows  for  the  targeted  identification  of  pictures, 
sounds,  videos,  and  other  multimedia  files  on  the  Internet. 


Services  and  activities  now  available  on  the  new  Lycos  site  include: 

u Picture  Catalog— to  find  photographs,  graphics,  and  movies 
*>  Sound  Catalog— to  find  audio  files 

« Lycos  City  Guide-for  a virtual  tour  of  400  metropolitan  areas 
u PeopleFind— provides  street  and  e-mail  addresses  and  telephone  numbers 
u Top  News— includes  Web  news  headlines 

o Sites  by  Subject-a  compendium  of  the  most  popular  Web  sites  organized  into  subject  categories 
«>  Point  Review— an  Internet  magazine  and  collection  of  Web  site  reviews 
« Lycos  Road  Maps— to  locate  nearly  all  U.S.  street  addresses 

The  Lycos  Catalog 

The  Lycos  Catalog  provides  a searchable  index  of  the  Web.  Search  results  appear  on  the  screen  showing  the  numbe  r of  matches, 
title,  relevancy  ranking,  abstract,  and  Web  address  of  the  Web  pages  relevant  to  a user's  query. 

Sites  by  Subject 

Sites  Dy  Subject,  introduced  in  February  1996  as  a2z  Directory,  provides  a way  for  users  to  browse  and  locate  the  most  popular 
Web  sites  on  the  Internet,  which  are  grouped  into  16  general  categories,  and  over  600  subcategories. 

Point  Reviews 

Point  Reviews  is  a collection  of  critical  reviews  of  what  the  company  considers  to  be  among  the  most  popular  sites  on  the  Web. 
Point  Reviews  permits  users  to  read  critical  reviews  to  determine  if  the  sites  are  of  interest. 

Each  review  includes  a link  that  allows  the  viewer  to  visit  any  chosen  site  or  destination.  Point  Reviews  provides  a numeric 
rating  for  the  selected  Web  sites  based  on  content,  presentation,  and  "viewer  experience"  that  allows  users  to  differentiate  among 
rated  Web  sites. 

CentiSpeed 

Lycos'  new  CentiSpeed  search  technology  features  Virtual  Memory  Control,  User-Level  Fault  Handling,  and  Algorithmic  Word 
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Compaction,  and  allows  the  search  engine  to  execute  up  to  2,000  queries  per  second  on  each  of  the  company's  servers. 
PeopleFind 

Lycos  PeopleFind  helps  users  locate  individuals  across  the  U.S.  through  a white  pages  format  based  on  a name  and  a state 
location,  and  also  allows  e-mail  address  searches. 

Clients 


Lycos'  main  clients  are  end  users  who  use  its  search  technology.  As  of  July  31,1 996,  Lycos  had  24  corporate  clients  licensing  its 
technology,  including  AT&T,  Microsoft,  Bertelsmann's  Telemedia  GmbH,  CompuServe,  Simon  & Schuster,  and  Xaxon. 


Advertising  clients  include  more  than  160  clients  from  a variety  of  industries,  including  AT&T,  Hearst  New  Media,  IBM, 
Microsoft,  Netscape,  Prudential  Insurance,  Time  Warner,  Ziff-Davis,  Disney,  Honda,  Prudential  Insurance,  MasterCard 
International,  NYNEX,  A&E  Television,  Lands'  End,  Southwest  Airlines,  Ford,  MSNBC,  and  Nabisco. 

Marketing  and  Sales 


Lycos  derives  the  majority  of  its  revenues  from  the  sale  of  advertisements  on  its  Web  pages. 


Advertising  revenue  is  generated  by  advertisers  placing  billboard  advertisements  on  any  of  the  screens  that  are  displayed  within 
the  Lycos  service. 

The  company's  standard  rates  for  advertising  range  from  $20,000  to  $50,000  per  million  impressions.  These  advertising  rates 
vary  depending  upon  whether  or  not  the  advertising  package  is  keyword  based. 


Alliances 


During  1996,  Lycos  entered  into  a strategic  partnership  with  NetCarta  Corporation,  a developer  of  Web  mapping  software,  to 
jointly  develop  and  market  new  navigational  tools  based  on  NetCarta's  Web  mapping  technology. 


During  1 996,  Lycos  entered  into  an  agreement  with  Black  Sun  Interactive,  Inc.  to  license  certain  of  each  other's  technologies. 
Under  the  agreement,  Lycos  offers  a new  three-dimensional  chat  product  based  on  a virtual  reality  modeling  language  (VRML) 
browser  developed  by  Black  Sun. 


Lycos  licenses  its  products  and  technology  to  a variety  of  companies,  including  Apple  Computer,  AT&T,  CompuServe  WOW!, 
Corel  Corp.,  Europe  Online  GmbH,  Focus  On  Line,  Frontier  Technologies,  Library  Corporation,  Microsoft,  Simon  & Schuster, 
Bertelsmann's  Telemedia  GmbH,  Graphix  Zone,  Netscape,  SoftKey  International,  and  Worldview  Systems. 


Additional  uses  of  Lycos'  technology  include  the  following: 


• The  Swedish  Post  has  licensed  all  three  of  Lycos'  Internet  guide  products-Lycos,  Sites  by  Subject,  and  Point  Reviews- 
to  serve  as  a Lycos  site  for  the  Nordic  countries. 

• Macmillan  Computer  Publishing's  Sams.net  will  package  CD  ROMs  based  on  the  Lycos  Catalog,  with  dozens  of  titles  in 
the  coming  year. 

• CompuServe  has  licensed  the  Lycos  Catalog,  Sites  by  Subject,  and  Point  Reviews  to  offer  access  to  such  products  as 
part  of  its  WOW!  on-line  service. 

• Focus  On  Line  (Germany),  a leading  German  news  magazine,  has  licensed  the  Lycos  Catalog  for  use  in  the  development 
of  its  on-line  services  that  are  provided  in  Germany. 

Competition 


The  primary  competitors  for  Lycos'  products  and  services  are  other  Internet  catalog,  directory,  and  review  services,  including 
America  Online’s  Web  Crawler,  Excite,  Alta-Vista,  Infoseek,  Open  Text,  and  Yahoo!. 


In  addition,  the  company  competes  with  metasearch  services  that  allow  a user  to  search  the  databases  of  several  catalogs  and 
directories  simultaneously. 
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INPUT  Assessment 


Lycos'  strengths  include  the  following: 


• Strong  international  presence 

• Coordination  of  company  service  offerings  on  all  Lycos  sites 

• A recognized  brand  worldwide 

• Unique  technology  (patent  pending) 

• Breadth  of  offering 

• Easy  to  use,  intuitive  GUI 

Challenges  for  the  future  include  the  following: 


• Increasing  presence  and  market  share  in  the  very  competitive  search  technology  market 

• Establishing  and  expanding  brand  recognition  with  end  users 

• Movement  toward  profitability 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotiine@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED:  „ . . 

08/01/1996  Headquarters 

600  Townsend  Street 

San  Francisco,  CA  94103-4945 

U.S. 

Phone:  Fax: 

415-252-2000  415-626-0554 

Company  Web  Site: 

http://www.macromedia.com 


Chairman/CEO: 

Status: 

Employees: 

Revenue: 


Summary  Info 

John  C.  Colligan 
Public 

455  (03/1997) 

$ 107.4  mil 


Year  End 


Mar-1997 


Key  Points 


• Macromedia,  Inc.  is  a supplier  of  integrated  software  tools  and  services  to  the  graphics,  multimedia,  and  Web  publishing 
communities.  The  company  develops,  markets,  and  supports  a line  of  software  for  both  Windows  and  Macintosh 
platforms. 

• In  July  1996,  Macromedia  unveiled  the  newest  version  of  Shockwave,  containing  CD-quality  streaming  audio. 

• Also  in  July  1 996,  the  company  announced  the  Government  Connection,  a new  program  designed  to  better  serve  the 
pricing,  product,  and  distribution  needs  of  government  resellers. 

• In  March  1996,  Macromedia  announced  an  agreement  to  acquire  iband,  the  developer  of  Backstage,  a visual  Web  site 
development  environment. 

• Also  in  March  1996,  the  company  announced  it  was  developing  Microsoft  ActiveX  Technologies  applications  for  the 
Internet  and  multimedia  capabilities  on  multiple  platforms,  including  the  Macintosh. 

Company  Description 


Macromedia  produces  digital  arts,  multimedia,  and  Web  publishing  software  for  the  Windows  operating  system  and  the 
Macintosh  platform. 

These  authoring  and  production  tools  are  used  to  create  interactive  multimedia  applications  and  printed  materials  for  business 
communications,  the  arts  and  entertainment,  and  education. 

Using  Macromedia's  products,  developers  can  create  content  for  delivery  over  a range  of  digital  formats,  including  print,  video, 
film,  the  Web,  Internet,  intranet,  CD  ROM,  Digital  Video  Disk  (DVD),  Enhanced  CD,  and  interactive  television. 

In  August  1995,  Macromedia  made  a secondary  public  offering  of  2.1  million  shares  of  its  common  stock,  generating 
approximately  $54  million  for  the  company. 

Organization  and  Structure 


Macromedia's  key  executives  are  summarized  below. 

Macromedia,  Inc. 

Key  Executives 


Name 

Title 

[John  C.  (Bud)  Colligan  ^[Chairman  and  CEO 

Richard  B.  Wood 

VP  Operations  and  CFO 

Phillip  Schiller 

VP  Product  Management 

Susan  Gordon  Bird 

VP  Worldwide  Sales 

James  R.  Von  Ehr,  II 

VP  Product  Development/Java 

Kevin  F.  Crowder 

VP  Product  Integration 

.v'V  . 
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Norm  Meyrowitz 

Senior  VP  Engineering 

Steven  Kusmer 

VP  Multimedia  Products 

Samantha  Seals-Mason  VP  Digital  Arts  Products 

Jim  Funk 

VP  Corporate  Development 

Macromedia  is  headquartered  in  San  Francisco  (CA).and  has  offices  and  subsidiaries  in  the  U.K.  (Macromedia 
Europe  Limited),  Australia  (Macromedia  Asia  Pacific),  and  Japan  (Macromedia  Japan  KK). 

Company  Strategy 


Macromedia's  strategy  is  to  develop  a set  of  cross-platform  applications,  for  Windows  and  Macintosh,  for  all  the  major  media 
types  (animation,  graphics,  3-D,  sound,  video,  and  fonts)  and  to  provide  authoring  tools  that  integrate  these  media  types  and 
deliver  them  across  multiple  platforms  (CD-ROM,  Enhanced  CD,  and  the  Internet). 

To  accomplish  this,  the  company  bundles  its  products  as  Macromedia  Studios,  to  provide  a complete,  integrated  set  of  tools  for 
those  involved  in  the  development  and  delivery  of  multimedia  and  graphics  content. 

By  developing  and  packaging  Macromedia  Studios,  the  company  seeks  to  establish  a framework  ensuring  that  developers  can 
"Author  Once,  Publish  Anywhere." 

Financials 


Macromedia's  fiscal  1996  revenue  reached  $1 16.7  million,  an  increase  of  109%  revenue  of  $55.9  million  for  fiscal  1995.  Net 
income  was  approximately  $23  million,  compared  to  net  income  of  $6.5  million  in  fiscal  1995. 

Macromedia  management  attributed  revenue  growth  to: 

• Strong  growth  in  the  company's  principal  products,  which  grew  113%  during  the  year 

• The  company's  development  of  its  customer  base,  indirect  sales  channels,  and  strategic  partnerships 

A five-year  financial  summary  is  shown  on  the  following  page. 


Macromedia,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data  ) 


Fiscal  Year 

Item 

3/96 

3/95 

3/94 

3/93 

3/92 

Revenue 

$116.7 

$55.9 

$37.5 

$31.5 

$29.3 

• Percent  change  from 

previous  year 

109% 

49% 

19% 

8% 

N/A 

Income  before  taxes 

$37.8 

$7.6 

$3.8 

N/A 

N/A 

• Percent  change  from 

previous  year 

397% 

100% 

N/A 

N/A 

N/A 

Net  income 

$23.0 

$6.5 

$3.5 

N/A 

N/A 

• Percent  change  from 

previous  year 

254% 

86% 

N/A 

N/A 

N/A 

Earnings  per  share 

$0.59 

$0.19 

$0.12 

N/A 

N/A 
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• Percent  change  from 

previous  year 

210% 

59% 

N/A 

N/A 

N/A 

In  October  1 995,  the  company  paid  a two-for-one  split  of  its  common  stock  as  a stock  dividend. 

Interim  Results 


Revenue  for  the  three  months  ending  June  30,  1996  was  $35  million,  an  increase  of  47%  over  $23.9  million  for  the  same  period 
in  1995.  Net  income  was  approximately  $7.1  million  ($0.18  per  share)  compared  to  net  income  of  $4.4  million  ($0.13  per  share) 
for  the  same  period  a year  ago. 


Revenue  Analysis  by  Product/Service 

Approximately  96%  ($1 12.6  million)  of  Macromedia's  fiscal  1996  revenue  was  derived  from  software  products,  an  increase  of 
1 10%  over  software  product  revenue  of  $53.5  million  in  fiscal  1995.  The  remaining  4%  ($4.1  million)  of  revenue  was  derived 
from  training,  consulting,  and  maintenance  services. 

Market  Financials 


Macromedia  sells  its  products  and  services  to  the  graphics,  multimedia,  and  Web  publishing  communities. 

Geographic  Markets 


Approximately  58%  of  fiscal  1996  revenue  was  derived  from  the  U.S.,  24%  from  Europe,  and  18%  from  the  Pacific  Rim. 
A three-year  geographic  source  of  revenue  summary  is  shown  on  the  following  page. 


Macromedia,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/96 

3/95 

3/92 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$67.6 

58% 

$37.4 

67% 

$28.7 

77% 

Europe 

28.1 

24% 

8.7 

16% 

3.2 

8% 

Pacific  Rim 

21.0 

18% 

9.8 

17% 

5.6 

15% 

Total 

$166.7 

100% 

$55.9 

100% 

$37.5 

100% 

Acquisitions 


Macromedia  has  made  a number  of  acquisitions  to  foster  growth  and  expand  and  solidify  the  company’s  product  offerings. 

Descriptions  of  the  acquisitions  follow: 

• In  March  1996,  Macromedia  acquired  iband,  a developer  of  a family  of  tools  used  to  build  dynamic  Web  sites,  for 
860,000  shares  of  Macromedia  common  stock. 

• In  December  1995,  the  company  acquired  OSC,  a developer  of  digital  audio  production  software,  for  62,001  shares  of 
Macromedia  common  stock. 

• In  August  1 995,  the  company  acquired  Fauve  Software  for  580,000  shares  of  common  stock.  Fauve  is  the  developer  of 
xRes,  a full-featured  image  editing  and  composition  application  for  Macintosh  and  Windows,  and  Matisse,  a full-color 
painting  program  for  Windows. 
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• In  January  1 995,  Macromedia  merged  with  Altsys,  a designer  of  font  editing  and  graphics  design  software  programs  for 
business  use.  Macromedia  issued  approximately  4.3  million  shares  of  its  common  stock  in  exchange  for  all  of  the 
common  stock  of  Altsys. 

Employees 


As  of  March  31,  1996,  Macromedia  had  396  full-time  employees,  segmented  as  follows: 


North  American  sales 45 

International  sales 26 

Marketing 77 

Development/quality  assurance 191 

Finance  and  administration 57 


,396 


The  company  currently  has  450  employees. 

Key  Products  and  Services 


Macromedia's  software  products  are  used  by  multimedia,  graphic  arts,  Web,  and  learning  professionals  independently  or  for 
organizations  ranging  from  large  corporations  to  small  companies,  as  well  as  educational  institutions. 


The  company  groups  its  products  into  "Studios,"  each  consisting  of  a suite  of  Macromedia  products  designed  to  meet  the  needs 
of  individuals  involved  in  the  development  and  delivery  of  multimedia  and  graphics  content  by  providing  a complete,  integrated 
set  of  tools. 


• Macromedia  Studios  are  based  on  the  Macromedia  Open  Architecture  (MOA)  which  allows  users  to  leverage  their 
understanding  of  one  application  across  an  entire  product  line. 

• The  Macromedia  Information  Exchange  (MIX)  enables  one  Studio  application  to  present  data  to  another  studio 
application  in  the  most  appropriate  form,  thus  enhancing  ease-of-use  and  productivity. 

• The  Macromedia  User  Interface  (MUI)  is  consistent  across  all  studio  applications  and  contains  a number  of  third  party 
plug-ins. 


Macromedia  Studios  include: 


• Director  Multimedia  Studio-  -providing  software  tools  for  multimedia  and  the  Internet.  This  Studio  includes  Director 
5.0,  SoundExit  16  plus  DECK  II  for  Macintosh,  a general  purpose  sound  editor  purchased  through  a license  agreement 
with  Sonic  Foundry  for  Windows,  Extreme  3D,  and  Macromedia  xRes  2.0 

• FreeHand  Graphics  Studio  —providing  software  tools  for  graphic  design.  This  Studio  includes  FreeHand,  Extreme  3D, 
Macromedia  xRes,  and  Fontographer. 

• Authorware  Interactive  Studio  —allows  users  to  create  interactive  information  applications.  The  Studio  includes 
Authorware,  Director,  Backstage  Designer,  Macromedia  xRes,  Extreme  3-d,  SoundEdit  1 6 plus  DECK  II  for  Macintosh, 
and  Sound  Forge  xp  for  Windows. 


Descriptions  of  Macromedia's  complete  product  list  follow: 

Multimedia  Products 

Authorware  is  designed  for  authoring  and  delivering  interactive  information.  Authorware  provides  an  object-oriented,  icon- 
based  authoring  environment  with  hypertext  and  media  capabilities,  data  measurement  functions,  and  media  integration  controls. 
The  software  is  targeted  to  computer-based  training  specialists  and  educators,  and  multimedia  professionals,  and  is  designed  for 
use  on  corporate  intranets. 


Director  allows  users  to  import  and  integrate  media  elements  such  as  2D  and  3D  graphics,  animation,  sound,  and  digital  audio 
from  a wide  variety  of  sources  to  create  stand-alone  interactive  applications.  Director  is  targeted  at  design,  graphics,  animation, 
and  video  professionals  who  require  a selection  of  creative  tools  for  their  multimedia  productions. 

SoundEdit  16  plus  DECK  II  combines  two  audio  tools  for  a complete  digital  audio  package. 

• SoundEdit  1 6 is  a software-only  recording  studio  that  lets  users  create  audio  for  everything  from  multimedia  to  music  to 
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the  Internet. 

• DECK  II  features  multitrack  recording,  macro-editing,  and  complex  audio  arrangement  capabilities. 

Web  Development  Products 

Backstage  Designer  Plus  allows  Windows  users  to  create  their  own  dynamic  Web  sites  without  having  to  use  HTML. 
Backstage  Desktop  Studio  equips  Web  sites  with  desktop  database  connectivitiy  for  a customized  user  experience. 


Backstage  Enterprise  Studio  equips  Web  sites  with  client/server  database  connectivity  for  sophisticated  business  applications. 


Shockwave  is  a compression  standard  technology  for  playing  multimedia  and  graphics  files  created  with  Macromedia  tools 
over  the  Web  and  corporate  intranets.  Using  Shockwave,  existing  and  new  users  of  Macromedia's  products  can  "shock"  or 
translate  Authorware,  Director,  SoundEdit  1 6,  and  FreeHand  files  for  use  on  the  Internet  and  intranets. 

Graphic  Arts  Products 

FreeHand  is  a design  and  illustration  software  package  that  offers  a feature  set  and  customizable  working  environment  for 
graphic  designers,  artists,  and  illustrators.  FreeHand's  text  environment  features  text  style  sheets,  copy  fitting,  and  column 
balancing,  spelling  checker,  hyphenation,  tabs,  text  on  path,  inline  graphics,  500  fonts,  and  1 0,000  clip-art  images. 

Extreme  3D  features  modeling,  animation,  and  rendering.  The  product's  interface  conforms  to  popular  illustration,  animation, 
and  rendering  standards,  and  offers  functionality  and  integration  with  Macromedia  xRes,  FreeHand,  Director,  and  Authorware. 


Fontographer  is  a software  application  for  creating  and  modifying  fonts  in  Windows  and  on  Macintosh.  Fontographer  offers 
ease-of-use  and  precision  drawing  tools  and  is  designed  for  graphic  artists,  type  designers,  and  technical  professionals  who  want 
to  modify  their  existing  fonts  or  create  new  fonts  from  scratch. 


Macromedia  xRes  is  a cross-platform  image  editing  and  design  software  application  that  lets  users  create  and  edit  nigh- 
resolution  files  without  using  extra  RAM  or  hardware.  The  product  features  an  Adobe  Photoshop-style  interface,  keyboard 
shortcuts,  imaging  conventions,  multiple  undos,  artistic  brushes  and  textures,  and  floating  text  objects.  Macromedia  xRes  also 
supports  Web-ready  formats  such  as  GIF89a,  Progressive  JPEG,  and  PNG. 

Clients 


Examples  of  companies  who  use  Macromedia's  products  includes  America  Online,  Microsoft,  Netscape,  Apple,  Silicon 
Graphics,  Sun  Microsystems,  and  NetManage. 

Marketing  and  Sales 


Macromedia  generates  awareness  and  demand  for  its  products  through  public  relations  activities,  advertising,  product  reviews, 
and  national  and  local  trade  shows. 

The  company  also  uses  direct  mail  to  introduce  and  educate  customers  about  new  products  and  enhancements,  and  to  cross-sell 
additional  products  to  current  customers. 

The  company's  sales  and  distribution  channels  are  targeted  at  the  buying  patterns  of  the  company's  two  principal  customer  types: 
multimedia  and  graphic  arts  professionals. 


Domestically,  Macromedia  sells  and  distributes  its  products  primarily  through  large  national  software  distributors,  such  as 
Ingram  Micro,  Merisel,  MicroAge,  and  Tech  Data.  The  company  sells  and  distributes  the  Authorware  Interactive  Studio, 
Director  Multimedia  Studio,  and  the  FreeHand  Graphics  Studio  through  1 70  VARs  and  high-end  dealers. 


Macromedia  sells  its  product  to  educational  institutions  primarily  through  distributors  such  as  Ingram  Micro,  Douglas  Stewart, 
and  Educational  Technology  Specialists. 


The  company  also  maintains  OEM  relationships  with  many  hardware  and  software  vendors  that  bundle  Macromedia  products 
with  their  own  complementary  hardware  or  software  products  and  pay  the  company  per  unit  royalty.  These  OEMs  include 
ASCII,  Digital,  Eastman  Kodak,  JVC,  NEC,  Samsung,  and  VideoLogic. 
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Internationally,  the  company  has  more  than  80  distributors  in  more  than  50  countries. 

Alliances 


A key  element  of  Macromedia's  marketing  strategy  is  to  work  with  industry  leaders  to  develop  the  multimedia  market  and  gain 
broad  acceptance  of  the  company's  products  on  all  leading  platforms. 


Examples  of  such  arrangements  include  the  following: 


• Netscape  Communications  features  Shockwave  in  the  Netscape  Power  Pack  2.0. 

• Microsoft  and  Macromedia  have  an  agreement  integrating  Macromedia  Shockwave  with  Microsoft  ActiveX 
technologies  and  Microsoft  Internet  Explorer  3.0. 

• America  Online  licenses  and  distributes  Shockwave  for  use  in  its  services. 

• Apple  Computer  and  Macromedia  have  an  agreement  to  bundle  Shockwave  with  the  Apple  Internet  Connection  Kit, 
which  is  included  in  all  Internet-ready  Macintosh  computers. 

• Macromedia  has  agreements  to  develop  industry-standard  multimedia  playback  technology  for  IBM's  OS/2  Warp  and 
Microware's  OS/9  in  addition  to  Windows  and  Macintosh  operating  systems,  and  for  interactive  television  set-top  boxes 
from  Online  Media  and  Apple  Computer. 

Competition 


A number  of  companies  currently  offer  products  that  compete  directly  or  indirectly  with  one  or  more  of  Macromedia's  products. 
These  companies  include  Adobe  Systems,  Aimtech,  Apple,  Asymetrix,  Autodesk,  Corel,  Microsoft,  Quark,  and  Strata. 


Assessment 


Macromedia  feels  its  strengths  include: 

• The  rapidly  multiplying  number  of  Shockwave  users  (more  than  6 million  downloads  as  of  6/96) 

• The  company's  "Studio"  product  packages 

• Name  recognition  and  publicity  gained  from  Shockwave 

• Agreements  with  the  two  major  Web  browser  developers  (Netscape  and  Microsoft)  and  the  largest  commercial  online 
access  provider  (AOL) 

• Cross-platform  products 
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Mastech  Systems  Corporation 


UPDATED: 

05/15/1998 

Headquarters 

Summary  Info 

Chairman/CEO:  Sunil  Wadhwani 

1004  McKee  Road 
Oakdale,  PA  15071 
U.S. 

Phone: 

800  627  8323 

President/CEO:  AshokTrivedi 

Status:  Public 

Fax: 

412  494  9272 

Employees:  2,900(04/1998) 

Revenue:  $ 196.0  mil 

Company  Web  Site: 

http  ://www.  mastech . co 

m 

Year  End  Dec-1997 

Capability  Profiles 

CAPABILITY  REGION 

Baan  Services  U.S. 


No  main  company  profile  is  available  for  this  company. 
Click  on  one  of  the  Capability  Profile  links 
to  view  this  company's  capability  profile  in  the  market  listed. 

ForTNPUT  Hotline  Support,  submit  e-mail  to  hotline@mput.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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MATRIXX  Marketing  Inc. 


UPDATED:  I,  . . 

09/01/1996  Headquarters 

201  East  Fourth  Street 
Cincinnati,  OH  45202 
U.S. 

Phone:  Fax: 

(513)  397-6488  (51 3)  723-9030 

Company  Web  Site: 

http://www.matrixx.com 


Summary  Info 


President/CEO: 

Status: 

Parent: 

Employees: 

Revenue: 


David  F.  Dougherty 
Subsidiary 
Cincinnati  Bell  Inc. 

15,000  (06/1997) 

$ 367.0  mil 


Year  End  Dec-1996 


Key  Points 


• MATRIXX  Marketing  Inc.  is  a leading  provider  of  outsourced  customer  management  solutions. 

• In  August  1996,  MATRIXX  acquired  Scherers  Communications,  Inc.,  a supplier  of  interactive  voice  response  (IVR). 

• In  May  1996,  MATRIXX  began  handling  customer  service  calls  for  DIRECTV  from  its  newly  expanded  Norwood  (OH) 
facility. 

• In  January  1 996,  MATRIXX  announced  the  appointment  of  Garth  A.  Howard  to  the  position  of  president  of  the  Direct 
Broadcast  Satellite  Division.  In  this  position  Mr.  Howard  is  responsible  for  strategic  direction  of  the 

M ATRIXX/DI RECT V partnership. 

Company  Description 


MATRIXX,  founded  in  1988,  is  a single-source  provider  of  dedicated  customer  service  and  sales  coverage  programs  to  major 
corporations  in  the  communications,  technology,  financial,  consumer  products,  and  direct  response  industries.  The  company 
complements  these  programs  with  inbound  and  outbound  campaign  capabilities,  market  research,  fulfillment  services,  database 
expertise,  and  interactive  technology. 


MATRIXX  is  a wholly  owned  subsidiary  of  Cincinnati  Bell  Inc.,  a supplier  of  telecommunications  systems,  marketing,  and 
billing  services  to  customers  in  the  U.S.  and  internationally. 


During  1995,  MATRIXX  contributed  19%  of  Cincinnati  Bell's  revenue,  and  14%  of  its  operating  income,  excluding  special 
items. 


Organization  and  Structure 


Headquartered  in  Cincinnati  (OH),  MATRIXX  has  18  call  centers  located  throughout  the  U.S.  and  Europe. 


The  company  has  16  call  centers  domestically,  located  in  Appleton  (WI);  Cincinnati  and  Norwood  (OH);  Colorado  Springs  and 
Pueblo  (CO);  Maitland  (FL);  Tucson  (AZ);  Omaha  and  Lincoln  (NE);  and  Salt  Lake  City  (three  centers),  Ogden  (two  centers), 
Orem,  and  Cedar  City  (UT). 


MATRIXX  has  international  subsidiaries,  with  call  centers,  located  in  Paris  (France)  and  Newcastle-Upon-Tyne  (U.K.). 
Key  MATRIXX  executives  are  summarized  in  the  following  exhibit. 


Exhibit 

MATRIXX  Key  Executives 


Name 

Title 

David  F.  Dougherty 

President  and  CEO 

Ronald  E.  Schultz 

Sr.  VP  and  COO 

Tom  Kirkpatrick 

VP  Market  Development 

George  Rewick 

VP  Corporate  Technology 

George  Vogel 

Group  VP,  Resource  Unit  Services 
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| Michael  Callaghan 


VP  Corporate  Development  Strategy  and  Marketing]  | 


MATRIXX  is  comprised  of  six  divisions  as  follows: 

• Inbound  Division 

• Outbound  Division 

• Direct  Broadcast  Satellite  Division 

• Business  Division 

• Research  Division 

• Customer  Services  Division 

Company  Strategy 


MATRIXX's  mission  "is  to  deliver  superior  value  to  our  clients  through  high-quality  contact  with  their  customers,  building  long- 
term loyalty  and  high  levels  of  customer  satisfaction." 


The  company's  stated  objective  is  "to  help  companies  make  better,  more  profitable  connections  with  their  customers  by 
providing  outsourced  telephone  marketing  solutions." 


With  these  goals  and  objectives  in  mind,  MATRIXX  has  positioned  itself  as  the  top  quality  provider  of  service  in  its  market. 


Financials 


MATRIXX's  1 995  revenue  reached  approximately  $271.1  million,  an  increase  of  20%  over  revenue  of  $226. 1 million  in  1994. 


A three-year  revenue  summary  is  shown  on  the  following  page. 

The  company  reported  an  operating  loss  of  $7.3  million  in  1995,  as  compared  to  operating  income  of  $22.6  million  in  1994. 
Excluding  special  charges,  operating  income  rose  to  $32.3  million  in  1995,  a 43%  increase  over  the  previous  year.  Special 
charges  included  the  following: 

• A $39.4  million  after-tax  charge  to  write  down  goodwill  associated  with  MATRIXX's  1990  acquisition  of  its  French 
subsidiary 

• An  $8.5  million  after-tax  charge  to  terminate  the  interest  rate  and  currency  swap  agreement  used  to  hedge  the  French 
MATRIXX  investment 

Revenue  growth  was  primarily  attributed  to  revenue  from  DIRECTV,  which  continues  to  experience  strong  demand  for 
its  digital  satellite  TV  service. 


MATRIXX  Marketing  Inc. 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$271.1 

$226.1 

$108.2 

• Percent  change  from 

previous  year 

20% 

109% 

N/A 

Operating  income  (loss) 

$(7.3) 

(a) 

$22.6 

$2.0 

• Percent  change  from 

previous  year 

(113%) 

* 

N/A 

(a)  Includes  special  charges  related  to  MA  TRIXX's  French  subsidiary. 
* Change  is  greater  than  1,000 percent. 


MATRIXX  is  expected  to  be  one  of  two  subsidiaries  contributing  to  the  majority  of  Cincinnati  Bell's  revenue  in  1996.  This 
growth  is  expected  to  result  from  an  increase  in  new  customers,  as  more  companies  begin  to  outsource  telephone  marketing  for 
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cost  efficiencies. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30,  1996,  rose  to  $157.4  million,  an  increase  of  15%  over  revenue  of  $137. 1 during  the 
same  period  in  1995. 

• Custom  services  increased  $9.0  million,  primarily  from  three  new  contracts. 

• Inbound  services  revenue  increased  $3.2  million  due  to  travel  and  charge  care  services. 

• Business-to-business  revenue  grew  $2.9  million,  primarily  due  to  extensions  of  programs  from  existing  customers. 

• International  revenue  increased  $2.7  million. 

• Technology  revenue  grew  $$2.2  million  due  to  additional  business  with  a satellite  broadcast  customer. 

Market  Financials 


MATRIXX  provides  services  primarily  to  major  corporations  in  the  communications,  consumer  products,  technology,  financial, 
and  800-number  direct  response  industries. 

Acquisitions 


In  August  1 996,  MATRIXX  acquired  Scherers  Communications,  Inc.,  a Columbus  (OH)-based  IVR  (interactive  voice  response) 
and  Internet  service  agency. 


« In  addition  to  IVR  and  Internet  solutions  development,  Scherers  offers  voice  messaging,  teleconferencing  services,  and 
Crisis  Communication  services. 

» Scherers  had  approximately  50  employees  and  a client  base  consisting  of  Fortune  500  companies. 

«*  With  this  acquisition,  MATRIXX  secures  a technology  platform  key  to  integrating  IVR  with  MATRIXX's  existing  live 
agent  call  offering,  enhancing  MATRIXX's  existing  customer  service  and  sales  coverage. 

«>  Scherers'  on-line  expertise  will  also  contribute  to  the  development  of  MATRIXX's  Internet-based  services. 

Employees 


As  of  June  1996,  MATRIXX  had  approximately  12,000  employees. 

Key  Products  and  Services 


Through  MATRIXX's  18  call  centers,  the  company  operates  6,300  computer-integrated  workstations  24  hours  a day,  365  days  a 
year,  and  handles  as  many  as  200  million  calls  annually  throughout  the  U.S. 

MATRIXX  hires  its  own  agents  and  provides  them  with  up  to  four  weeks  of  customized  training  to  learn  about  the  needs  of  its 
customers. 

The  company  uses  advanced  telephony  and  computer  systems  designed  to  interface  with  its  clients'  systems  and  databases. 
MATRIXX's  integrated  package  of  services  offered  includes: 

* Custom  Services— MATRIXX  designs  and  manages  customized  client  programs  for  many  Fortune  500  companies. 

o Call  center  management 
o CSR  training 

o Quality  monitoring  and  reporting 
o Integration  of  multiple  systems 
o Direct  mail/fulfillment  capability 
o Standard  and  custom  reporting 
o Bilingual  capabilities 

• Business-to-Business  Services— MATRIXX's  business-to-business  sales  and  service  programs  provide  outbound  sales 
coverage  to  support  the  client's  sales  and  marketing  efforts.  Customized  sales  and  service  programs  include: 

o Full  account  management  for  ongoing  sales  coverage 
o Short-term  sales  campaigns 
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o Lead-generation  programs 
o Database  management 
o Product  recall 
o Customer  service  support 

■ MATRIXX's  personnel  services  include  taking  orders,  selling  by  telephone,  and  providing  information 
about  clients'  promotion  plans,  quantity  discounts,  and  new  products. 

■ MATRIXX  sales  and  customer  service  personnel  act  as  the  sales  and/or  marketing  service  representative 
for  the  client. 

• International  Services-MATRIXX's  Western  European  operations  offer  business-to-business  and  business-to-consumer 
telephone,  including  toll-free  services,  direct  response  services,  and  facilities  management.  The  company  provides: 

o Coverage  of  all  major  countries 
o Multilingual  capabilities 
o Integration  with  U.S.  systems 
o Inbound/outbound  sales  and  service 
o Full  account  management/business-to-business  sales 
o Dedicated  customer  service,  technical,  and  sales  support 
o Research  services 

• Inbound  Services-MATRIXX  offers  shared  and  semi-dedicated  live  operators  that  provide  consumer-oriented 
marketing  services,  enabling  high-volume  capacity.  Programs  include: 

o Direct  response  telephone  marketing 

■ Approximately  70  % of  MATRIXX's  calls  are  inbound. 

■ Representatives  handle  calls  24  hours  per  day. 
o Lead  generation/qualification 

o Catalog  ordering 
o Dealer  referral  capabilities 
o Database  management  systems 
o Integrated  fulfillment  services 
o Bilingual  capabilities 

• Outbound  Services-MATRIXX  offers  a variety  of  programs,  including  financial,  insurance,  and  telecommunications. 
Outbound  calls  are  placed  only  for  clients  with  pre-established  relationships  with  the  businesses  or  consumers  being 
contacted.  Services  offered  include: 

o Lead  generation/qualification 
o Sales  acquisition 
o Customer  retention 
o Upsells,  cross-sells,  and  customer  service 
o Insurance  licensed  CSRs  (if  applicable) 

• Marketing  Research  Services-MATRIXX  offers  marketing  research  and  consulting  services  to  support  marketing 
programs.  Services  offered  include: 

o Qualitative  and  quantitative  research 
o Custom  designs  and  analyses 
o Computerized  telephone  surveys 
o Focus  group  facilities 
o New  product  development  research 
o Segmentation  studies 
o Customer  value  management  research 

• Fulfillment  Services-MATRIXX  offers  turnkey  operation  from  phone  call  to  shipping 

o Full  letter  shop  services 
o Ink  jet  printing/addressing 
o Personalized  laser  printed  letters/  documents 
o On-line  fulfillment/customer  services 
o Data  entry 
o Credit  card  processing 
o Mail  order  processing 
o Custom  literature  and  product  kit  assembly 

• Interactive  Services-MATRIXX  offers  Internet  capabilities  and  provides  IVR  systems  that  may  be  custom-built  with 
multiple  menu  layers  and  lengthy  voice  capture  options.  Services  to  respond  to  consumer  inquiries  include: 

o Internet  E-mail  response,  dealer  referral,  and  fulfillment  services 
o Screened  and  trained  "cyber  reps" 

o Integration  of  technology  and  services  for  Internet  and  IVR  capabilities 
o Implementation  and  execution 

Clients 


MATRIXX  represents  more  than  600  companies,  the  majority  of  which  come  from  the  communications,  financial  services, 
consumer  products,  high  technology,  and  direct  marketing  industries. 
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In  August  1996,  MATRIXX  announced  a new  outsourcing  agreement  with  Hitachi  PC  Corporation  USA,  a newly  formed,  San 
Jose  (CA)-based  subsidiary  of  Hitachi  Japan. 


• Hitachi  PC  is  a manufacturer  of  mobilized  computing  technologies. 

• According  to  the  agreement,  MATRIXX  will  provide  help  desk  support  for  Hitachi  PC's  new  notebook  computers, 
which  began  shipping  in  mid-May. 

• MATRIXX  will  also  provide  fulfillment  services  for  accessories  and  supplies  for  Hitachi  PC  customers. 

In  April  1996,  MATRIXX  entered  into  an  agreement  with  Gatorade  to  handle  customer  service  calls  for  a new  bottle  cap 
promotion.  MATRIXX  handled  all  customer  service  inquiries  about  the  contest  and  fulfillment  of  the  contest  rules  via  Gatorade's 
800  numbers. 


In  1 994,  MATRIXX  entered  into  a long-term  outsourcing  agreement,  through  1 999,  with  DIRECTV,  Inc.,  a unit  of  Hughes 
Electronics  Corporation  and  a leading  direct  broadcast  satellite  (DBS)  provider. 

• Under  the  agreement,  MATRIXX  serves  as  the  complete  customer  service  division  for  DIRECTV,  and  has  done  so  since 
the  company  began  offering  DBS  service  in  1994. 

• In  response  to  its  growing  relationship  with  DIRECTV,  MATRIXX  created  its  Direct  Broadcast  Satellite  Division  in 
January  1995. 

• The  outsourced  customer  service  and  sales  support  agreement  is  MATRIXX's  largest  contract. 

• In  May  1 996,  MATRIXX  began  handling  all  calls  for  DIRECTV  out  of  its  Norwood  (OH)  Center.  Previously,  the  calls 
had  been  handled  from  the  Salt  Lake  City  and  Ogden  (UT)  facilities. 

A sampling  of  MATRIXX's  outsourcing  clients  include  Microsoft,  AT&T,  SkyTel,  ConAgra,  U.S.  Healthcare,  American 
Express,  Clairol,  Carnation,  and  the  American  Red  Cross. 

Marketing  and  Sales 


MATRIXX  markets  its  services  through  its  direct  sales  force. 

Competition 


MATRIXX's  major  competition  comes  from  in-house  call  center  operations. 

The  company  also  faces  competition  from  American  Transtech,  a division  of  AT&T,  and  Maritz. 

Assessment 


MATRIXX  feels  that  its  strengths  include: 

«>  Its  focus  on  target  industries  and  its  clear  strategy 
«’  Stability  through  a secure  parent  company 
*>  Value-added  services 

*>  A full  range  of  customer  management  solutions 


Parent  Company 


Cincinnati  Bell  Inc. 

201  East  Fourth  Street 

P.O.  Box  2301 

Cincinnati,  OH  45202 

Phone:  (513)  397-9900 

Total  Revenue  (12/31/95):  $1,336.1  million 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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04/01/1996  Headquarters 

1501  Opus  Place 

Downers  Grove,  IL  60515-5713 

U.S. 

Phone:  Fax: 

(708)964-1501  (708)719-0447 


Summary  Info 


Chairman: 

President/CEO: 

Status: 

Employees: 

Revenue: 


Albert  J.  Speh 
Lawrence  Speh 
Public 

334  (04/1996) 

$ 77.2  mil 


Year  End  Sep-1996 


Key  Points 


• May  & Speh  is  a direct  marketing  services  and  processing/outsourcing  firm  originally  established  in  1 947. 

« In  March  1 996,  May  & Speh  made  an  initial  public  offering  of  approximately  6.7  million  shares  of  its  common  stock. 

« Recent  applications  added  to  the  network  include: 
o Credit  Card  Information  System 
o Retail  Credit  Information  System 
o Customer  Profile  Analysis 
o Credit  Card  Acquisition  System 
o Proximity  Assignment  Selection  System 

Company  Description 


May  & Speh  provides  computer-based  information  management  services,  primarily  to  clients  with  significant  direct  marketing 
requirements. 


<i  Direct  marketing  services  provided  by  May  & Speh  include  database  creation,  data  warehousing,  predictiv. ; behavioral 
modeling,  list  processing,  and  data  enhancement. 

•<  May  & Speh  also  provides  data  processing  outsourcing  services. 

<i  May  & Speh's  services  are  complementary  and  allow  the  company  to  leverage  its  investment  in  its  data  cer  ter  as  well  as 
its  core  competencies  in  customized  software  systems  development,  large  database  management,  high-spee  d data 
processing,  and  data  center  management. 

In  March  1996,  May  & Speh  made  an  initial  public  offering  of  6.7  million  shares  of  common  stock.  Of  the  shares  t > be  offered, 
approximately  3.35  million  are  being  sold  by  May  & Speh  and  the  remainder  by  certain  stockholders.  Estimated  ne:  proceeds  of 
$33.5  million  will  be  used  for  working  capital  and  general  corporate  purposes. 

Organization  and  Structure 


May  & Speh's  key  executives  are  summarized  below: 


May  & Speh  Key  Executives 


Name 

Title 

Albert  J.  Speh 
Lawrence  Speh 
Terrance  C.  Cieslak 
Michael  J.  Loeffler 
Willard  E.  Engel,  Jr. 
Claudia  J.  Colalillo 
Robert  E.  Early 
Joseph  C.  Grossestreuer 
Edward  N.  Fares 

Chairman 

President  & CEO 

Chief  Technology  Officer 

EVP  of  Direct  Marketing 

Chief  Accounting  Officer 

SVP  of  Organizational  Development 

Chief  Financial  Officer 

VP  Outsourcing 

VP  Systems  Management  andlntegration 
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May  & Speh  operates  two  divisions  as  follows: 

• The  Direct  Marketing  Services  division  specializes  in  database  system  design,  development,  and 
maintenance;  data  enhancement;  modeling  and  analysis;  and  list  processing. 

• The  Systems  Management  and  Integration  division  provides  outsourcing  services  for  the  management  of  all 
or  a portion  of  a client's  data  center  operations. 

Individually,  the  divisions  drive  technology  investments  and  core  competencies  specific  to  their  market  demands. 
Together,  the  divisions  provide  a collaborative  technology  environment  to  create  and  manage  custom  information 
management  solutions. 

May  & Speh  has  one  facility  in  Downers  Grove  (IL). 

Company  Strategy 


May  & Speh's  growth  strategy  includes: 

• Increasing  sales  to  existing  clients  through  higher  volume  levels  and  cross-selling  additional  service  opportunities 

• Pursuing  new  clients  and  broadening  its  geographic  coverage 

• Introducing  new,  increasingly  sophisticated  database  management  services 

• Developing  additional  industry  expertise  to  allow  the  company  to  provide  direct  marketing  services  to  the 
telecommunications,  utilities,  entertainment,  high  technology,  and  health  care  industries 

• Exploring  strategic  acquisitions  and  alliances 

Financials 


May  & Speh's  fiscal  1 995  revenue  reached  $6 1 .6  million,  a 1 9%  increase  over  fiscal  1 994  revenue  of  $5 1 .7  million.  Net  income 
reached  $7.9  million,  a 36%  increase  over  $5.8  million  for  fiscal  1994.  A five-year  financial  summary  is  shown  on  the  following 
page. 


May  & Speh,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$61.6 

$51.7 

$41.8 

$32.2 

$30.1 

• Percent  change  from 
previous  year 

19% 

24% 

30% 

7% 

N/A 

Income  before  taxes 

$12.5 

$9.5 

$5.6 

$2.6 

$3.3 

• Percent  change  from 
previous  year 

32% 

70% 

115% 

(21%) 

N/A 

Net  income 

$7.9 

$5.8 

$3.4 

$1.6 

$1.9 

• Percent  change  from 
previous  year 

36% 

71% 

113% 

(16%) 

N/A 

Earnings  per  share 

$0.39 

$0.26 

$0.15 

$0.07 

$0.08 

• Percent  change  from 
previous  year 

50% 

73% 

114% 

(13%) 

N/A 
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Of  the  $9.9  million  revenue  increase  during  fiscal  1 995,  $6.2  million  was  attributed  to  services  provided  to  new  clients  and  the 
remainder  was  due  to  increased  demand  for  services  by  existing  clients. 


• Direct  marketing  services  revenue  increased  23%. 

• Outsourcing  services  revenue  increased  7%. 

Revenue  Analysis  by  Product/Service 

Approximately  79%  of  May  & Speh's  fiscal  1 995  revenue  was  derived  from  direct  marketing  services  and  2 1 % from  outsourcing 
services.  A three-year  summary  of  source  of  revenue  follows: 


May  & Speh,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Direct  marketing  services 
Outsourcing  services 

$48.4 

13.2 

79% 

21% 

$39.4 

12.3 

76% 

24% 

$32.2 

9.6 

77% 

23% 

Total 

$61.6 

100% 

$51.7 

100% 

$41.8 

100% 

Interim  Results 

Revenue  for  the  three  months  ending  December  31,  1995  reached  $16.0  million,  an  1 1%  increase  over  $14.4  million  for  the 
same  period  in  1 994.  Net  income  was  $ 1 .66  million,  compared  to  $ 1 .9  million  for  the  same  period  a year  ago. 


» Of  the  $1.6  million  increase  in  revenue,  $0.9  million  was  attributed  to  services  provided  to  new  clients  and  the 
remainder  was  due  to  increased  demand  for  services  by  existing  clients, 
o Direct  marketing  services  revenue  increased  1 2%  to  $ 1 2.3  million. 

» Outsourcing  services  revenue  increased  9%  to  $3.7  million. 

Market  Financials 


May  .&  Speh's  direct  marketing  and  outsourcing  clients  are  primarily  in  the  financial  services,  consumer  goods,  insurance,  and 
retail  industries. 

The  company's  20  largest  clients  accounted  for  approximately  71%  of  fiscal  1995  revenue.  Sears  and  Capital  One  flank 
represented  1 7%  and  1 0.6%  of  total  fiscal  1 995  revenue,  respectively. 

Geographic  Markets 


One  hundred  percent  of  May  & Speh's  fiscal  1995  revenue  is  derived  from  the  U.S. 

Employees 


As  of  December  31,  1995,  May  & Speh  had  346  employees,  segmented  as  follows: 
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Direct  marketing  and 

database  services 229 

Data  center  operations 85 

Finance  and  administration 32 


346 


The  company  currently  has  334  employees. 

Key  Products  and  Services 


Direct  Marketing  Services 

Database  Management  Services  offers  technical  skills  and  marketing  expertise  to  create,  maintain,  and  support  database 
applications  on  micro-midrange  or  mainframe  processing  platforms  (including  DB2,  IDMS-R,  PCs  and  workstations). 

Direct  Mail  Services  include  personalized  printing  and  labeling;  National  Change  of  Address  (NCOA),  NIXIE,  LS,  and  Address 
Change  PLUS;  Delivery  Sequence  File  (DSF);  merge/purge;  Zip  Code  correction/validation;  postal  presorting  and  qualification; 
and  Zip+4  coding. 

Data  Enhancement  Services  (including  demographics,  purchase  behavior  and  geodemographic  targeting  systems  for  more  than 
100  million  individuals  and  households)  offers  lifestyle  profiling  of  customers  and  prospects. 

Modeling  and  Analysis  Services  aid  customers  in  targeting  unique  segments,  identifying  new  markets,  communicating  more 
effectively  and  increasing  sales  to  current  customers. 

Direct  marketing  clients  typically  do  not  operate  under  formal  contracts,  but  have  traditionally  maintained  multiyear 
relationships  with  May  & Speh. 

Outsourcing  Services 

May  & Speh's  primary  outsourcing  service  is  to  manage  all  or  a portion  of  a client's  information  processing  needs  on  a cost- 
effective  basis  from  May  & Speh's  data  center. 


• After  migrating  their  workload  to  May  & Speh's  data  center,  clients  retain  direct  access  to  their  information  from  their 
remote  sites. 

• May  & Speh  also  provides,  to  a much  lesser  extent,  applications  outsourcing  services  that  include  the  replacement  of  a 
client's  in-house  technical  development  staff. 


The  primary  outsourcing  services  provided  include  migration  (takeover  and  turnover)  support,  on-line  and  batch  processing 
capacity,  technical  support,  help  desk  access  and  support,  backup  and  recovery,  disaster  recovery  services,  operations  support, 
account  management,  media  (tapes,  documents,  and  high-speed  DASD  subsystems  management  and  handling),  production 
control,  telecommunications,  and  network  management  support. 


May  & Speh's  systems  operations  and  utility  processing  services  are  supported  by  its  $60  million  data  center  in  Downers  Grove. 


• The  center  houses  a Hitachi  Data  Systems  GX  system,  as  well  as  IBM  RS/6000  and  Prime  midrange  systems. 

• More  than  120  software  programs  are  available,  including  DB2  and  IDMS-R  database  management  systems;  various 
fourth-generation  languages;  report  writers;  data  utilities;  data  library  managers;  various  programming  managers; 
statistical  and  graphics  packages;  and  packages  for  a range  of  user  applications,  including  marketing,  manufacturing, 
retail,  medical,  and  financial. 

• May  & Speh  operates  an  X.25  telecommunications  network  supplying  clients  with  remote  access  from  virtually  any  U.S. 
location  via  a local  phone  call.  The  data  center  is  configured  to  support  more  than  800  telecommunications  circuits. 

• The  Data  Center  Help  Desk  provides  direct  operational  support  24  hours  a day. 


Outsourcing  clients  typically  operate  under  contracts,  usually  three  years  in  length. 
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Clients 


May  & Speh  currently  provides  direct  marketing  services  for  approximately  180  clients,  including  Fortune  500  companies  and 
other  large  and  medium-sized  companies. 


• Clients  include  Capital  One  Bank,  CUNA  Mutual  Insurance  Society,  Inc.,  Intel  Corporation,  Mead  Johnson 
Pharmaceuticals,  and  Sears. 

• The  20  largest  direct  marketing  customers  represented  approximately  83%  of  May  & Speh's  direct  marketing  revenue  in 
fiscal  1995. 

May  & Speh  currently  provides  outsourcing  services  to  approximately  65  clients.  These  clients  are  located  primarily  in  the 
midwestem  U.S. 

• Clients  include  Bell  & Howell  Company,  Continental  Grain  Company,  DeVry,  Inc.,  and  Rand  McNally  & Company. 

• The  20  largest  outsourcing  clients  represented  approximately  85%  of  May  & Speh's  outsourcing  revenue  in  fiscal  1 995. 

Marketing  and  Sales 


May  & Speh  markets  its  direct  marketing  and  outsourcing  services  through  separate  direct  sales  forces. 


Alliances 


May  & Speh  has  alliances/marketing  agreements  with  various  vendors,  including  the  following: 

<>  In  1995,  May  & Speh  formed  an  alliance  with  Credit  Strategy  Management  (CSM),  a modeling  and  analyst  firm.  CSM 
founders  John  Coffman  and  Barbara  Thornton  are  recognized  leaders  in  the  credit  card  industry,  having  pioneered  the 
analysis  and  use  of  detailed  credit  bureau  data.  In  1996  the  four  principals  of  CSM  joined  May  & Speh  and  will  lead  a 
new  May  & Speh  division,  Credit  Strategy  Management. 

» May  & Speh  has  an  alliance  with  Megaplex  Software  for  Megaplex's  Fast  Count  Engine. 

u May  & Speh  participates  in  a joint  venture  with  Data  Dimensions  related  to  data  entry. 

Competition 


In  the  direct  marketing  area,  competitors  include  Acxiom  Corporation,  Database  America  Companies,  Donnelley  Enterprise 
Solutions,  Harte-Hanks,  Metromail  and  NeoData  Services. 


In  the:  outsourcing  area,  competitors  include  Affiliated  Computer  Services,  Genix  Group,  Lockheed  Martin,  PKS  It  formation 
Services,  Power  Computing  Company,  CSC,  and  Perot  Systems. 

IN  PUT  Assessment 


May  & Speh's  strengths  include: 

Customized  data  management  solutions  for  its  direct  marketing  services 
it  Long-term  client  relationships  and  recurring  revenue  streams 
» Targeting  market  strategy  for  its  direct  marketing  services 
• Strong  financial  performance 


Challenges  over  the  coming  year  include: 


* Managing  growth 

• Handling  intense  competition 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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10/01/1996  Headquarters 

Three  Ravinia  Drive 
Atlanta,  GA  30346 
U.S. 

Canada  Office 


50  O'Connor  Street 
5th  Floor 

Ottawa,  Ontario  K1P6L2 
Canada 

Phone:  Fax: 

(613)236-1428  (613)238-4029 

Key  Points 


Summary  Info 

President:  Scott  B.  Ross 


Status: 

Parent: 

Employees: 

Revenue: 


Subsidiary 

MCI  Communications 
Corporation 

6,500(10/1996) 

$ 1,000.0  mil 


Year  End  Dec-1995 


« MCI  Systemhouse  is  MCI's  global  systems  integration  and  outsourcing  company.  Its  focus  is  to  deliver  complete 
transformational  outsourcing  services  to  clients  moving  their  infonnation  technology  systems  towards  a cli  ent/server 
architecture  by  providing  systems  integration  and  consulting,  systems  operations/outsourcing,  and  technology 
deployment. 

•>  MCI  acquired  SHL  Systemhouse  in  November  1995  for  approximately  $1  billion.  The  U.S.  operations  of  S ystemhouse 
have  been  renamed  MCI  Systemhouse.  In  Canada  and  internationally  the  company  continues  to  operate  as  SHL 
Systemhouse. 

n While  Systemhouse  continues  to  operate  as  a standalone  company,  it  is  now  headed  by  MCI's  Scott  Ross,  who  was 
named  president  and  chief  operating  officer  in  March  1996,  filling  the  position  left  open  when  John  Oltman, 
Systemhouse's  former  president,  resigned. 

«>  In  September  1 996,  the  company  announced  networkMCI  Enterprise  Management,  a service  offering  whei  eby  MCI  will 
build,  manage,  and  maintain  networks  of  desktop  computers  for  a flat  annual  fee  per  employee,  at  a rate  far  less  than 
business  clients  spend. 

«>  Systemhouse  has  invested  in  Year  2000  software  development  firm,  Cogni-CASE,  Inc. 

«>  Technology  acquired  with  SECA,  Inc.,  in  early  1996  has  added  a practitioner  workbench  capability  to  the  i ompany's 
SHL  TRANSFORM™  process  management  and  methodology  product. 

v The  company  has  recently  opened  the  MCI  Systemhouse  Napa  Valley  Outsourcing  Center  in  Northern  California  to 
support  growth  in  the  high  tech  segment. 

<•  Recent  major  contract  awards  include  a $200  million  outsourcing  contract  with  Apple  Computer,  a $120  million  ($ 

Cdn.)  technology  deployment  contract  with  Ontario  Hydro,  and  a $50  million  transformational  outsourcing  contract  with 
Eagle  Foods. 

Company  Description 


Systemhouse  provides  systems  integration  and  consulting,  outsourcing  and  systems  operations,  and  technology  dep  loyment 
services  to  commercial  and  public  sector/govemment  clients  in  North  and  South  America,  Europe,  and  Asia. 


Systems  integration  and  consulting  includes  Systemhouse's  core  transformational  services— the  planning,  design,  and 
implementation  of  client/server  architectures  and  open  systems. 

* Outsourcing  encompasses  Systemhouse's  transformational  outsourcing  services.  Contracts  are  managed  through  seven 
outsourcing  centers  in  Canada,  the  U.S.,  and  the  U.K. 

* Technology  deployment  includes  the  configuration,  installation,  procurement,  and  support  of  advanced  workstations, 
LANs,  mobile  computing,  and  related  training  services. 

* Systemhouse's  areas  of  vertical  market  expertise  include  postal  systems  development,  public  safety  remote  dispatching 
systems,  retail  point-of-sale  systems,  energy,  insurance,  banking  and  finance,  entertainment,  telecommun-ications, 
geographical  infonnation  systems,  process  management,  and  manufacturing. 


SHL  Systemhouse,  founded  in  1 974,  operated  as  a public  company  until  it  was  acquired  by  MCI  in  November  1 995. 


• MCI  acquired  SHL  for  approximately  $1  billion,  or  $13  per  share  ($U.S.). 

• MCI's  existing  professional  services  organization,  which  provided  various  network  management  services  and  consisted 
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of  less  than  1 00  employees,  has  been  combined  with  Systemhouse. 

• The  U.S.  operations  of  SHL  Systemhouse  were  renamed  MCI  Systemhouse  in  September  1996.  The  company  continues 
to  operate  as  SHL  Systemhouse  in  Canada  and  internationally. 

• MCI,  headquartered  in  Washington,  D.C.,  is  a leading  diversified  communications  company.  With  1995  revenue  of 
$15.3  billion  and  more  than  45,000  employees,  MCI  offers  consumers  and  businesses  a range  of  services,  including  long 
distance,  wireless,  local  access,  paging,  Internet  software  and  access,  information  services,  outsourcing,  business 
software,  and  advanced  global  telecommunications  services. 

Structure  and  Operations 


The  company's  current  key  executives  are  listed  below. 


Systemhouse  Key  Executives 


Name 

Position 

Scott  B.  Ross 

President  and  COO 

Alan  Bernstein 

EVP,  Vertical  Markets 

Gregory  Jacobsen 

EVP,  Business  Strategy  and  Marketing 

William  W.  Linton 

EVP  and  CFO 

Barbara  Iman 

VP,  Human  Resources 

James  C.  Madden 

President,  U.S. 

Ian  McLaren 

President,  Canada 

Michael  W.D.  Hubbert 

President,  Europe 

Jean-Pierre  Soubliere 

President,  International 

William  F.  Trafford 

President,  Global  Delivery  and  Technology 

Recently  Systemhouse  was  realigned  to  enhance  customer  service.  The  primary  benefit  of  the  move  is  that  customers  now  have  a 
single  point  of  contract  regardless  of  wheter  their  needs  involve  systems  integration,  outsourcing,  technology  deployment,  or  a 
combination  of  the  above  services.  The  new  organization  is  comprised  of  Canadian,  U.S.,  U.K./Europe,  and  International 
operations. 

The  primary  business  services  of  Transformational  Services,  Outsourcing,  and  Technology  Deployment  still  exist,  but  the 
geographic  reorganization  has  eliminated  the  line  of  business  structure  to  ensure  customers  receive  a seamless  approach  to 
solution  development. 

Systemhouse  has  120  offices  worldwide.  Major  operations  are  as  follows: 


• Canadian  offices  are  in  six  regions-Atlantic  (Halifax  and  Fredericton),  Quebec  (Quebec  City  and  Montreal  offices), 
(Toronto  office)  Central  Canada  (Toronto),  Ottawa  (Ottawa  office),  Western  (Winnipeg,  Regina,  Calgary,  and 
Edmonton  offices),  and  Pacific  (Vancouver  and  Victoria  offices). 

• U.S.  offices  are  in  six  regions— Northeast  (New  York  and  Boston  offices),  Mid-Atlantic  (Reston,  Cary,  and  Orlando 
offices).  Central  (Dallas,  Houston,  Austin,  and  Boulder  offices),  Midwest  (Chicago  office),  Pacific  (Los  Angeles  and 
San  Francisco  offices),  and  National  Systems  (Baltimore  and  Sacramento  offices). 

• European  offices  in  the  U.K.  are  in  London,  Beeston  (Nottingham),  Camberley  (Surrey),  Finchampstead  (Berkshire), 
and  Salford.  Other  offices  are  in  Geneva  (Switzerland)  and  The  Hague  (Netherlands). 

• International  operations  outside  Canada,  the  U.S.,  and  Europe  include  the  following: 

o MCI  Systemhouse  de  Mexico  S.A.  de  C.V.  has  an  office  in  Mexico  City  from  which  it  conducts  operations  in 
Mexico. 

o MCI  Systemhouse  de  Sur  America,  C.A.  has  an  office  in  Caracas  from  which  it  conducts  business  locally. 

o MCI,  in  conjunction  with  the  Tong  Yang  Group  of  Companies,  conducts  business  in  South  Korea  from  an 
existing  office  in  Seoul. 

Company  Mission 


The  mission  of  MCI  Systemhouse  is  to  become  the  undisputed  leader  in  sales  and  marketing  of  the  most  innovative 
information  technology  solutions  by  providing  real  benefits  from  converging  technologies,  and  outstanding  service  and 
satisfaction  to  clients  worldwide. 

Company  Strategy 


MCI  Systemhouse  and  its  parent  company,  MCI,  are  positioning  to  serve  corporate  needs  resulting  from  the  convergence  of 
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computing  and  communications.  These  would  include  fast-growth  markets  such  as  network-based  services,  network 
management  outsourcing,  and  MCI  Systemhouse's  traditional  area  of  expertise— client/server  computing. 


MCI  Systemhouse's  focus  will  continue  to  be  the  delivery  of  transformational  outsourcing  services  for  clients  moving  their 
information  technology  systems  towards  client/server  architecture.  Components  of  transformational  outsourcing  include  systems 
integration  and  consulting,  systems  operations  and  outsourcing,  and  technology  deployment. 


Elements  of  the  company's  strategy  include: 


• Forging  long-term,  value-added  partnerships  with  its  clients 

• Committing  to  its  object-oriented  approach  to  software  development  in  support  of  business  process  reengineering 

• Implementing  the  SHL  TRANSFORM  object-oriented  methodology  within  the  MCI  Systemhouse  organization  as  well 
as  for  client  projects 

• Positioning  for  high-growth  network  management  market,  leveraging  MCI's  communications  strengths;  expanding 
offerings  to  include  Internet  and  intranet  solutions 

• Strengthening  and  expanding  its  process  reengineering,  education,  and  training  services  to  complement  its  other  service 
offerings 

• Focusing  on  leveraging  repeatable  solutions  through  the  Global  Development  Centre,  located  in  Ottawa  (Canada).  This 
is  a group  of  approximately  80  employees  that  operates  in  a virtual  development  environment  as  a source  of  best 
practices  and  solutions,  enabling  delivery  of  customized  solutions  more  quickly  to  clients. 

« Continuing  international  expansion  in  the  Far  East  and  Fatin  America  through  partnering  with  local  or  national  firms  on 
a non-financial  risk  basis. 

Financials 


MCI  Systemhouse's  calendar  1995  revenue  was  approximately  $1  billion  ($U.S.),  up  from  revenue  of  $870  million  ($U.S.)  for 
the  fiscal  year  ending  August  31,1 994. 


'•  For  1 995,  MCI  reported  information  technology  revenue  of  $ 1 35  million,  which  includes  SHF  revenue  from  the  date  of 
its  acquisition  on  November  17,  1995  and  full-year  revenue  from  MCI's  existing  professional  services  organization.  This 
figure  does  not  include  approximately  $1.2  billion  in  Data  Services  revenue. 

» It  is  anticipated  that  Systemhouse's  1996  revenue  will  exceed  $1.4  billion.  Contract  backlog  is  $2  billion. 

Interim  Results 

MCI  has  reported  that  for  the  six  months  ending  June  30,  1996,  revenue  from  information  technology  (MCI  Systemhouse) 
reached  approximately  $650  million. 

Revenue  Analysis  by  Product/Service 

INPUT  estimates  Systemhouse's  1995  revenue  was  derived  approximately  as  follows: 


MCI  Systemhouse 
1995  Source  of  Revenue 


Service 

Revenue 

($  Millions,  U.S.) 

Percent 
of  Total 

Systems  Integration  and  Consulting 

$500 

50% 

Systems  Operations  and  Outsourcing 

200 

20% 

Technology  Deployment 

300 

30% 

Total 

$1,000 

100% 

Market  Financials 


Systemhouse  provides  its  systems  integration  and  outsourcing  services  to  government  and  commercial  organizations. 


• In  Canada,  Systemhouse  customers  come  from  a range  of  industrial,  commercial,  and  government  sectors,  including 
financial  services,  resources,  utilities,  wholesale/retail,  transportation,  manufacturing,  communications  and  municipal, 
provincial,  and  federal  government. 

• In  the  U.S.,  Systemhouse  customers  include  telecommunications  manufacturers  and  services  providers,  transportation. 
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retail,  and  financial  services  organizations,  and  federal,  state,  ,and  local  government  agencies. 

• In  Europe,  clients  include  government  agencies  and  commercial  organizations. 

Systemhouse's  target  markets  for  its  services  are  in  the  application  areas  of  postal,  telecommunications,  public  safety,  energy, 
human  services,  insurance,  financial  services,  and  logistics  (focusing  on  retailing,  manufacturing,  and  consumer  products). 

Geographic  Markets 


INPUT  estimates  approximately  50%  of  1995  revenue  was  derived  from  Canada,  more  than  25%  from  the  U.S.,  and  the 
remaining  25%  from  Europe  and  other  international  sources. 

Acquisitions/Joint  Ventures 


In  June  1996,  Systemhouse  acquired  45%  of  the  voting  shares  of  Cogni-CASE,  Inc.  (CCI),  a Montreal-based  firm  specializing  in 
computer  reengineering. 

• CCI  is  most  noted  for  its  development  of  Cogni-2000™,  a software  tool  to  help  automate  the  conversion  of  central 
processing  system  date-and-time  stamp  files  for  the  year  2000. 

• The  deal  includes  a license  agreement  for  MCI  Systemhouse  to  use  CCI's  tools  for  Year  2000  projects. 

• The  partnership  forms  part  of  MCI  Systemhouse's  global  stategy  to  become  a leading  force  in  the  implementation  of 
Year  2000  conversion  solutions. 

• With  the  acquired  interest  in  CCI,  a Year  2000  practice  has  been  established  in  Montreal  and  there  are  plans  for 
additional  locations  in  the  U.S.  and  abroad. 

In  April  1996,  Systemhouse  acquired  SECA,  Inc.  of  Blue  Bell  (PA).  SECA  is  a process  management  and  methodology  vendor. 
Its  key  product  is  SE  Companion™,  a process  management  tool. 

• The  acquisition  addes  a "practitioner  workbench"  capability  to  SHL  TRANSFORM,  the  company's  process  management 
and  methodology  product. 

• Systemhouse  has  integrated  SE  Companion  into  SHL  TRANSFORM  to  enhance  the  functionality  and  strengths  of  the 
product  set.  It  is  targeted  at  system  practictioners,  project  managers,  methodologists,  and  users. 

• SECA  had  12  employees  at  the  time  of  the  acquisition.  The  operations  of  SECA  have  been  merged  into  Systemhouse's 
Online  Knowledge  Group. 

In  March  1995,  Systemhouse  established  a joint  venture  company  with  Mitsui  Engineering  & Shipbuilding  Co.  and  Mitsui  & 

Co,  Ltd.  to  pursue  client/server-related  systems  integration  and  outsourcing  opportunities  in  Japan 


Divestitures 


In  the  first  quarter  of  fiscal  1995,  Systemhouse  divested  two  business  units  as  part  of  a program  to  reduce  operating  losses 
outside  of  North  America  while  focusing  on  client/server-driven  businesses.  Proceeds  of  the  sales  less  costs  and  quarterly 
operating  losses  associated  with  the  two  units  totaled  $30.0  million.  Divestitures  included: 


• A technology  deployment  unit  in  Mexico 

• A credit  card  processing  software  business  in  the  U.K. 

Employees 


As  of  December  31,  1995,  Systemhouse  had  approximately  5,500  employees. 


The  company  currently  has  approximately  6,500  employees  worldwide. 

Key  Products  and  Services 


Within  Systemhouse's  transformational  outsourcing  framework,  the  company's  operations  are  directed  along  three  lines  of 
business: 
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• Systems  Integration  and  Consulting  focuses  on  implementing  client/server  architectures  and  open  systems  for  a 
worldwide  clientele.  Systemhouse's  resources  are  united  in  this  area  by  its  proprietary  methodology,  SHL 
TRANSFORM,  which  is  used  to  develop  and  implement  all  systems  integration  projects. 

• Technology  Deployment  makes  use  of  Systemhouse's  expertise  in  advanced  open  systems  technologies— from  local-area 
networks  and  workstations  to  wide-area  networks— to  provide  education  and  training,  technology  configuration  and 
distribution,  as  well  as  maintenance  and  help  services  in  support  of  system  reconfigurations. 

• Outsourcing  is  supported  through  outsourcing  centers  in  Halifax,  Ottawa,  Calgary,  Dallas,  Los  Angeles,  Napa  Valley 
(CA),  and  London;  and  a wide-area  telecommunications  network. 

In  September  1996,  Systemhouse  announced  a new  service,  networkMCI  Enterprise  Management,  which  will  help  companies 
build,  manage,  and  support  their  distributed  networks. 

• The  service,  targeted  at  midsized  businesses  with  50  to  1,000  desktop  computers  in  as  many  as  10  locations,  combines 
Systemhouse's  information  technology  expertise  with  MCI's  experience  in  virtual  data  and  network  services. 

• This  single  source  solution  includes  hardware,  software,  network,  service,  and  support  components. 

• MCI  has  partnered  with  Microsoft,  Compaq,  and  Cisco  to  support  these  capabilities. 

• The  service  has  a flat  monthly  price  of  $225  per  end  user,  including  hardware,  software,  network,  management,  and 
support. 

• The  service  will  be  marketed  in  the  U.S.  by  MCI's  national  sales  force  located  in  more  than  300  cities. 

Systemhouse's  base  of  business  has  shifted  from  short-term  contracts  with  higher  risk  profiles  to  long-term  contracts  with  higher 
profit  profiles. 

Systems  integration  contract  examples  include  the  following:  / 

« A 13-month  contract  with  the  state  of  Mississippi's  Department  of  Transportation  to  develop  a client/server-based 
transportation  management  information  system 

• A $42.8  million  contract  with  the  County  Council  of  Northampton  County  (PA)  to  build  and  operate  North  America's 
first  privatized  Enhanced  91 1 (E-91 1)  system,  including  a new  dispatch  center.  Systemhouse's  Transerve™  brand  of 
public  and  private  safety  solutions  include  emergency  dispatching,  outsourcing,  imaging,  siting  and  simulation,  mobile 
computing,  consulting,  and  message  switching,  and  records  management. 

«•  A multimillion  dollar  contract  to  implement  client/server  systems  supporting  the  Australian  Taxation  Office's  (ATO) 
adoption  of  an  automated  data  capture  system.  In  addition  to  its  work  with  ATO,  Systemhouse  provides  systems  and 
software  for  automated  data  capture  in  tax  processing  to  the  Government  of  Mexico's  Ministry  of  Finance,  and  to 
Grumman  Data  Systems  for  use  in  the  State  of  Mississippi  and  the  State  of  Florida  tax  departments. 

• A five-year  contract  valued  at  $ 1 50  million,  whereby  Systemhouse  is  acting  as  a primary  contractor  for  the  Department 
of  National  Defence  to  upgrade  the  Canadian  Forces'  20-year-old  inventory  management  and  supply  system. 
Subcontractors  include  Sun  Microsystems  of  Canada,  MacDonald  Dettwiler,  and  several  small  and  mediun  .-sized 
Canadian  firms. 

• Deploying  a customized  trading  system  (jointly  developed  with  Phibro)  and  providing  business  process  ret  ngineering 
and  training  support  in  object-oriented  technologies  for  PEMEX,  Mexico’s  national  oil  company,  under  a three-year, 
multimillion  dollar  contract 

i.  Providing  a statewide  Child  Support  Enforcement  system  to  the  State  of  Louisiana  Department  of  Social  Services  under 
a $6.8  to  $7.8  million  contract.  The  system  is  based  on  a contract  that  was  originally  developed  by  MCI  foi  Kansas.  In 
addition  to  Louisiana  and  Kansas,  there  are  1 1 states  and  the  District  of  Columbia  using  MCI  systems  to  automate  their 
human  services  administration. 

i'  A five-year  contract  with  Browning-Ferris  Industries  (BFI)  for  the  Application  Systems  and  Development  ;md  Support 
group  within  BFI's  MIS  Department.  MCI  is  responsible  for  development  and  maintenance  of  more  than  40  application 
systems. 

•>  A contract  for  the  first  phase  design  of  a $250  million  Income  Security  Programs  Redesign  for  Health  and  Welfare 
Canada 

» Assisting  with  business  process  and  systems  reengineering  to  streamline  the  Washington  Post's  circulation,  production, 
and  advertising  operations 

• Developing  an  object-oriented  prototype  to  service  the  customer  care  needs  of  MCI's  high-volume  long-distance 
accounts. 

• Providing  business  systems  integration  services  together  with  IBM  Canada  Ltd.  for  Husky  Oil,  Ltd. 

• Acting  as  prime  contractor  and  systems  integrator  to  replace  Transport  Canada's  financial  and  inventory  control  systems 
under  a contract  valued  at  more  than  $60  million 

• Implementing  a client/server  computing  platform  to  support  Metropolitan  Stevedore  Company's  operations  at  the  Ports 
of  Los  Angeles  and  San  Francisco  and  Metropolitan's  headquarters  in  Wilmington 

• Providing  and  operating  a tracking,  tracing,  and  inquiry  service  of  postal  mail  for  the  U.S.  Postal  Service  under  an  1 1- 
year,  $270  million  systems  integration  contract  awarded  in  February  1991.  The  base  contract,  which  covers  the  first  five 
years  of  the  agreement,  is  valued  at  $128  million.  The  succeeding  two  option  periods  are  expected  to  total  $142  million. 


Recent  systems  operations  contracts  include  the  following: 
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• A seven-year,  $200  million  outsourcing  contract  with  Apple  Computer  (August  1 996)  to  provide  process,  applications 
maintenance  services,  systems  and  network,  engineering,  telecommunications,  and  help  desk  services.  As  part  of  the 
contract,  Systemhouse  acquired  Apple's  Napa  Valley  (CA)  data  center. 

• A five-year,  $50  million  contract  with  Alberta  Treasury  Branches  (ATB)  to  provide  network  services,  including  LAN, 
WAN,  network  systems  management,  help  desk,  software  distribution,  and  asset  supply  and  services  in  conjunction  with 
a new  banking  support  system  to  be  deployed  at  147  ATB  branches  across  the  province  (September  1996) 

• Providing  information  technology  planning,  UNIX  outsourcing,  and  local-area  network,  desktop,  help  desk  and 
telecommunications  support  to  more  than  3,100  users  in  225  branch  and  lending  offices  throughout  California  for 
American  Savings  Bank  under  a five-year,  multimillion  dollar  contract 

• A ten-year,  $1  billion  contract  to  assume  responsibility  for  the  Computing  and  Communications  Utility  of  Canada  Post 
Corporation 

• A three-year,  $3  million  contract  with  the  U.K.  Royal  Automobile  Club  (RAC)  to  provide  mainframe  processing  for  the 
5.7  million-member  club's  rescue  program  and  300,000  insurance  policy  customers  of  the  club 

• A five-year  contract  with  Canadian  investment  banking  and  brokerage  firm  CIBC/Wood  Gundy  to  manage,  operate, 
maintain,  support,  and  enhance  CIBC/Wood  Gundy's  end-user  computing  environment— distributed  PC  LANs 
supporting  the  firm's  trading  floor,  head  office,  and  administrative  operations.  As  part  of  the  agreement,  MCI  has 
acquired  35  to  40  CIBC/Wood  Gundy  technology  employees. 

• A seven-year,  multimillion  dollar  contract  with  Alberta  Municipal  Affairs  to  operate  the  information  technology 
infrastructure  to  support  the  day-to-day  operations  of  Alberta  Registries  and  to  help  the  department  streamline  and 
transform  the  delivery  of  registry  services  to  Albertans 

• A ten-year  contract  with  The  VONS  Companies— a leading  Southern  Californian  supermarket  chain-to  assume 
operational  responsibility  for  VONS'  information  technology  function  while  managing  and  executing  the  migration  of 
existing  systems  to  a client/server  platform.  MCI  has  acquired  a significant  majority  of  VONS'  MIS  staff  in  the  transition 
process 

• A five-year,  $27  million  contract  with  Greyhound  of  Canada  to  provide  various  systems  management  functions, 
including  operations,  network  management,  application  development,  support,  and  help  desk 

• A five-year  contract  with  Tupperware  to  assume  responsibility  for  Tupperware's  information  technology  function 
throughout  North  America  while  managing  and  executing  a migration  of  all  systems  to  a client/server  computing 
platform.  These  systems  include  executive  information,  distribution  and  order  processing,  financial,  and  manufacturing. 

• A five-year  contract  with  petroleum  refiner  Ultramar  Corp.  to  provide  mainframe  and  midrange  processing/  support  and 
application  development  and  maintenance  services.  MCI  will  also  consolidate  Ultramar's  IS  operations  to  one  location. 

• A three-year  transformational  processing  contract  to  manage  National  Education  Corporation's  mainframe  computer 
systems,  and  network  and  project  management  support  for  a rightsizing  project  toward  distributed  computing 

• A supercomputer  processing  and  network  operations  contract  with  HPC  High  Performance  Computing,  a Canadian 
supercomputing  consortium 

• Computer  systems  outsourcing  contracts  valued  at  more  than  $ 1 00  million  over  seven  years  with  the  privately-owned 
Maritime  Telegraph  & Telephone  Company  and  the  Government  of  Nova  Scotia 

• A five-year  transformational  outsourcing  contract  with  Amoco  Canada  Petroleum  Ltd.,  valued  at  $70  to  $90  million,  to 
provide  all  mainframe  processing  and  data,  voice,  and  radio  network  operations 


A representative  listing  of  recent  SHL  outsourcing  contracts  is  shown  in  the  exhibit. 


Exhibit 

Representative  MCI  Systemhouse  Outsourcing  Contracts 


Client 

Industry 

Award 

Duration 

i 

Apple  Computer,  Inc. 

Discrete  Manufacturing 

$200  million 

7 years 

Eagle  Food  Centers 

Retail 

$50  million 

N/A 

jCity  of  Gloucester 

State  and  Local  Government 

N/A 

3 years 

EMC 

Discrete  Manufacturing 

$100  million 

7 years 

National  Steel  Corporation  ||Discrete  Manufacturing 

$70  million 

7 years 

Northampton  County,  Pennsylvania 

State  and  Local  Government 

$47  million 

1 0 years 

Carl's  Jr. 

Retail 

$10  million 

3 years 

Royal  Bank  of  Canada  (U.K.) 

Banking  and  Finance 

$5  million 

3 years 

Alberta  Municipal  Affairs  Department* 

State  and  Local  Government 

$37  million 

7 years 

Greyhound  of  Canada*  ||Transportation  ||  $27  million 

5 years 

Canada  Post* 

Federal  Government 

$1  billion 

10  years 

Mexican  Finance  Ministry  (Mexico) 

Federal  Government 

$500  million 

1 0 years 

AMOCO  Petroleum* 

Process  Manufacturing 

$90  million 

5years 

Nova  Scotia  Government*  | [State  and  Local  Government 

$50  million 

7 years 

Source:  IN  Phi’s  Outsourcing  Contracts  Database 
*Canadian  outsourcing  contracts 
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Technology  deployment  services  provided  by  Systemhouse  include  marketing  and  support  of  third-party  microcomputer 
hardware  and  software  products  for  workstation-based  networks,  and  related  desktop  systems  management  services  to  business, 
government,  and  education. 


• The  business  involves  assessing  and  defining  customer  requirements,  recommending  the  best  products  and  services, 
developing  an  effective  implementation  plan,  pre-  and  post-delivery  configuration;  delivery,  installation,  and  testing  of 
the  LAN-based  products,  initial  training  of  customer  personnel,  and  after-sale  support  in  the  form  of  remote  systems 
management,  ongoing  user  training,  product  warranty,  and  maintenance  services. 

• Systemhouse  is  an  authorized  dealer  for  a range  of  hardware  vendors,  including  IBM,  Hewlett-Packard,  Compaq,  Apple, 
Sun,  NEC,  and  Toshiba,  among  others,  and  obtains  a variety  of  equipment  from  other  suppliers  to  meet  its  customers' 
requirements. 

• In  September  1 996,  Systemhouse  announced  an  agreement  whereby  Ontario  Hydro,  the  province's  public  electric  utility, 
will  purchase  desktop  business  computing  products  and  services  valued  at  $120  million  over  the  next  three  years. 

o Systemhouse  will  employ  its  Technology  Life  Cycle  Management™  (TLCM)  Program  to  supply  and  provide 
related  services  for  Intel-based  desktop  products  from  a variety  of  manufacturers, 
o TLCM  is  a financial  and  physical  asset  management  program  developed  by  Systemhouse  and  designed  to 
deliver  a reduction  in  the  life  cycle  cost  of  ownership  of  desktop  business  computing  products. 

• Other  technology  deployment  clients  include  Canada  Royal  Bank,  Candian  Ministry  of  Transportation,  and 
Metropolitan  Life  Insurance  Company. 

Software  Products 

MCI  Systemhouse  has  developed  several  software  products  for  custom  projects  that  are  now  available  for  license.  The  products 
include: 


t.  SHL  TRANSFORM 

•)  SHL  VISION,  an  infrastructure  management  enabling  software  technology  for  managing  the  infrastructures  of  large 
organizations  such  as  telecommunications  and  utilities  companies  and  government  agencies 

* A trading  system  (developed  for  PEMEX) 

* Project  and  Business  Management  System  (developed  for  the  Real  Property  Services  Branch  of  Public  Works  and 
Government  Services  Canada) 

Other 

MCI  Systemhouse  LTD.,  with  approximately  1,000  employees,  provides  systems  integration  and  consulting  services.  Its 
subsicliaries— AST  Trans-Act  Limited  and  MCI  Technology  Solutions  Limited-provide  systems  operations  and  out  sourcing 
services,  and  technology  deployment,  education  and  training  services,  respectively,  to  clients  in  the  U.K. 


Clients 


Commercial  clients,  among  others,  include  American  Savings  Bank,  Apple  Computer,  Chase  Manhattan  Bank,  Del  a Airlines, 
Eagle  Foods,  FMC  Corp.,  Levi-Strauss,  Mattel/Fischer-Price,  Rockwell  International,  Royal  Automobile  Club  UK,  Tupperware, 
VONS,  and  Yamaha  Corp.  of  America. 


Government  clients  include  Alberta  Registries,  Canada  Post,  Department  of  National  Defense,  Dutch  Post,  Mississippi 
Depaitment  of  Transportation,  New  York  City  Public  Safety,  and  the  U.S.  Postal  Service. 

Marketing  and  Sales 


Sales  are  conducted  through  a direct  sales  force.  As  previously  mentioned,  operations  are  organized  along  regional  lines- 
Canada,  U.S.,  U.K./Europe,  and  International. 


MCI  also  markets  its  services  to,  and  receives  referrals  from,  its  suppliers,  especially  hardware  and  software  manufacturers. 


Alliances 


MCI's  wholly  owned  and  operated  state  of  the  art,  global  network  is  enhanced  through  strategic  partnerships  with  MCI  and  BT 
(Conert),  Stentor  (Canada),  and  Avantel  (Mexico)  to  provide  seamless  international  coverage. 
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The  IT  expertise  of  Systemhouse  is  enhanced  through  strategic  partnerships  with  Microsoft,  Compaq,  Cisco,  Digital,  Marcam, 
Sun  Microsystems,  and  Oracle  to  provide  customers  with  best  of  breed  applications. 

Competitors 


MCI  Systemhouse's  competitors,  by  delivery  mode,  are  as  follows: 


• Systems  integration— IBM,  EDS,  Computer  Sciences  Corporation  (CSC),  Andersen,  and  the  major  accounting  firms 

• Outsourcing-SHL's  competitors  in  the  outsourcing  market  vary  depending  on  the  country.  Primary  competitors  in  the 
U.S.  include  IBM  (ISSC  and  IMS),  EDS,  CSC,  and  Andersen  Consulting/GE  Capital. 

• Technology  deployment  dealers  such  as  Crowntek  Business  Centres,  Hamilton  Group,  and  smaller  microcomputer  and 
local-area  network  vendors.  In  addition,  MCI  increasingly  competes  with  ISM  Information  Systems  Management,  EDS 
of  Canada  Limited,  Digital  Equipment  of  Canada  Limited,  and  with  other  domestic  and  foreign  manufacturers  that  sell 
directly  to  the  end  user. 

INPUT  Assessment 


MCI  Systemhouse  is  diversifying  away  from  over-dependence  on  the  government  sector  which  still  supplies  a significant  portion 
of  its  revenues.  The  company  has  several  retail  contracts  (VONS,  Eagle  Food  Centers)  and  has  strengthened  its  base  in 
manufacturing. 


As  an  MCI  company,  Systemhouse  is  now  better  positioned  for  the  growing  network  management  outsourcing  market,  and  will 
be  able  to  supplement  its  success  in  client/server  and  transformational  outsourcing  as  network-centric  computing  gains 
momentum.  This  added  competency  should  boost  future  growth  rates.  Systemhouse's  recent  acquisition  of  SECA  will  be  an 
added  asset  in  process  and  project  management. 


Systemhouse  is  still  dependent  on  Canada  for  much  of  its  outsourcing  business.  However,  the  company  will  be  able  to  diversify 
its  geographic  base  more  easily  now  that  it  can  leverage  its  parent  company's  international  presence. 

The  assimilation  of  SHL  into  MCI  could  slow  progress  over  the  short-term  as  the  two  companies  learn  to  work  successfully 
together.  Nevertheless,  the  combination  will  benefit  from  large  enterprise  demand  for  integrated  communications  and  computer 
services  over  the  longer  term. 


Systemhouse  considers  its  strengths  to  include: 

• Wholly  owned  and  operated  international  network  of  MCI,  combined  with  IT  expertise  of  Systemhouse,  to  serve  as  a 
single  source  supplier 

• Strategic  partnerships  that  provide  seamless  international  coverage  and  best  of  breed  IT  solutions  for  all  customers’ 
needs 

• Financial  strength  and  backing  of  MCI  to  enable  investment  in  new  technologies 

The  company's  key  challenge  for  the  coming  year  is  to  continue  to  attract  top  talent  to  meet  the  explosive  growth  the  company  is 
experiencing. 


Parent  Company 


MCI  Communications  Corporation 
1801  Pennsylvania  Avenue,  N.W. 
Washington,  D.C.  20006 
Phone:  (202)  872-1600 


For  INPUT  Hotline  Support,  submit  e-mail  to  hptline@input.com 
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UPDATED: 

10/01/1996 


Headquarters 


55  East  52nd  Street 
New  York,  NY  10022 
U.S. 

Phone:  Fax: 

(212)  446-7000  (212)  688-9521 

Company  Web  Site: 

http  Jwww.McKinsev.com 


Select  Title: 
Status: 
Employees: 
Revenue: 


Summary  Info 

Rajat  Gupta 
Private 

3,775(12/1995) 
$2,100.0  mil 


Year  End 


Dec-1996 


Key  Points 


« McKinsey  & Co.,  Inc.  is  an  international  management  consulting  firm  specializing  in  problem  solving  and  program 
implementation. 

« In  1 995,  McKinsey  experienced  a 20%  revenue  growth  over  1 994,  with  revenue  reaching  $1.8  billion, 
o The  firm  continues  to  expand  globally,  and  in  the  last  two  years  has  opened  new  offices  in  Istanbul  (Turkey),  Djakarta 
(Indonesia),  Johannesburg  (South  Africa),  Beijing  (China),  Perth  (Australia),  Seattle  (WA),  Charlotte  (NC),  and  Orange 
County  (CA). 


Company  Description 


Founded  in  1926  by  James  O.  McKinsey,  the  firm  is  a leading  management  consulting  firm,  specializing  in  corpor;  te  strategy, 
organization,  and  operational  effectiveness. 


The  firm  prides  itself  on  having  several  thousand  of  its  alumni  in  high-profile  positions  in  the  business  world.  Som  j well-known 
alumni  include  Louis  Gerstner  (Chairman  & CEO  of  IBM),  Harvey  Golub  (Chairman  & CEO  of  American  Express),  Jim  Manzi 
(Chairman  ofNets,  Inc.),  Michael  Jordan  (Chairman  of  Westinghouse),  and  Philip  Purcell  (Chairman  & CEO  of  D<  an  Witter), 
among  others. 

Organization  and  Structure 


McKinsey  is  organized  geographically.  Offices  mostly  serve  clients  in  their  geographic  areas,  drawing  on  the  rest  cf  McKinsey 
for  knowledge  of  industries,  functions,  and  geographies  as  necessary.  With  a few  exceptions,  the  offices  hire  peopl :,  staff 
assignments,  and  nominate  consultants  for  partnerships.  There  is  considerable  borrowing  among  offices,  both  short  -term  and 
long-cerm,  to  get  the  right  mix  on  consulting  teams. 


Headquartered  in  New  York,  the  firm  has  69  offices  in  35  countries,  serving  organizations  in  many  industrial  nations  and 
developing  countries. 

The  firm  has  22  offices  in  North  America,  4 in  Latin  America,  25  in  Europe,  4 in  eastern  Europe,  13  in  the  Asia/Pacific  region, 
and  1 in  Africa. 

Company  Strategy 


McKinsey  consults  at  the  top  levels  of  management.  In  serving  clients,  McKinsey  concentrates  on  matters  of  concern  to  chief 
executives,  other  senior  officers,  boards  of  directors,  and  managing  committees. 

On  a typical  assignment,  consultants  work  in  teams  of  three  or  more,  supported  by  research  and  specialist  personnel.  There  is 
always  a complementary  set  of  skills  and  experience.  Each  team  is  headed  by  a director  or  principal  who  leads  the  team  in 
planning  the  assignment,  maintains  a relationship  with  the  client,  and  is  responsible  for  the  outcome  of  the  project. 


In  recruiting  consultants,  McKinsey  hires  MBAs  from  top  business  schools  such  as  Harvard,  Northwestern,  Stanford,  Wharton, 
and  Columbia.  The  firm  also  hires  a significant  number  of  PhDs  from  top  schools.  The  firm  has  invested  resources  and  placed 
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special  emphasis  on  professional  recruitment,  training,  and  on  going  staff  development  activities.  The  firm  provides  training  that 
is  comprehensive  and  constant,  spending  more  than  $100  million  a year  on  it. 

Financials 


McKinsey's  1 995  revenue  was  approximately  $1.8  billion,  a 20%  increase  over  1 994. 


A three-year  revenue  summary  follows: 


McKinsey  & Company 
Three-Year  Revenue  Summary 
($  billions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$1.8 

$1.5 

$1.3 

• Percent  change  from 

previous  year 

20% 

15% 

8% 

Virtually  100%  of  McKinsey's  revenue  is  derived  from  management  consulting,  as  the  firm  looks  upon  all  its  work  as 
consulting.  However,  INPUT  estimates  that  30%  of  the  firm's  work  is  professional  services  in  nature,  which  includes  information 
technology  consulting,  education,  and  training.  McKinsey  is  well  known  for  its  consulting  work  in  the  area  of  strategy. 

Market  Financials 


McKinsey  targets  large  companies,  most  of  which  include  Fortune  500  companies  or  their  equivalents  in  other  countries. 


Among  the  industries  the  firm  serves  are  aerospace,  automotive,  banking/finance,  consumer  products,  energy,  health  care, 
insurance,  media,  multimedia,  manufacturing,  utilities,  retail,  telecommunications,  and  transportation. 

Geographic  Markets 


The  firm  derives  a majority  of  its  income  from  international  operations,  with  approximately  60%  of  revenue  coming  from 
international  sources  and  the  remaining  40%  from  the  U.S. 

Employees 


The  firm  has  3,775  consultants,  of  which  191  are  directors  and  347  are  principals.  Directors  perform  as  senior  partners,  and  the 
principals  as  junior  partners.  Thirty-nine  of  these  principals  are  full-time  administrators. 

Key  Services 


Nearly  half  of  McKinsey's  work  focuses  on  strategy,  overall  organization,  and  related  policy  areas.  The  firm  advises  clients  on 
improving  short-term  performance  by  turning  around  a decline  in  profits,  reorienting  product  and  market  strategies,  cutting 
operating  and  overhead  costs,  and  increasing  productivity. 


The  firm  does  extensive  work  in  major  functional  areas  such  as  research  and  development,  finance,  sales  and  marketing, 
manufacturing  and  distribution,  planning  and  control,  management  information,  and  information  technology. 

Clients 


Major  clients  include  American  Express,  AT&T,  Eastman  Kodak,  EDS,  ITT,  Frito-Lay,  General  Electric,  General  Motors, 
Hewlett-Packard,  IBM,  PepsiCo,  Mellon  Bank,  and  RJR  Nabisco. 
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Marketing  and  Sales 


Although  McKinsey  tries  to  keep  itself  out  of  the  press,  it  does  publish  its  ideas  and  research  results  in  the  Harvard  Business 
Review  , The  Wall  Street  Journal,  Sloan  Management  Review,  and  The  McKinsey  Quarterly  , among  other  publications.  The 
McKinsey  Quarterly  is  a journal  that  focuses  on  the  latest  thinking  by  the  firm's  consultants  and  outside  authors. 

Competition 


McKinsey's  primary  competition  comes  from  Booz  Allen  & Hamilton,  The  Boston  Consulting  Group,  and  Monitor. 


The  firm  also  faces  competition  from  major  consulting  firms,  including  Andersen  Consulting,  Coopers  & Lybrand,  A.D.  Little, 
and  Gemini  Consulting. 

INPUT  Assessment 


McKinsey's  major  strengths  include: 

It  is  a reputed  firm,  reportedly  having  the  highest  revenue  per  professional  in  the  field 
>»  Global  focus 

«*  Reputation  for  strategic  planning 
« Consulting  methodology 
«>  Strong  client  base 

Some  of  McKinsey's  challenges  include: 


o Hiring  the  best  available  recruits  in  an  increasingly  competitive  market 

» Keeping  its  more  than  3,000  consultants  informed  about  the  results  of  McKinsey-sponsored  research  and  the  lessons 
learned  from  3,000-plus  studies  a year 

« Continuing  to  operate  as  a single  firm  sharing  a common  set  of  values  and  approaches  to  consulting 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 


http://www.input.com/vaps/vaps_profile.cfm7COMPANY_ID- 1 04 


3/16/99 


c 


c 


J 


INPUT  Vendor  Profile  - MDIS 


Page  1 of  1 


UPDATED: 

04/30/1998 


Headquarters 


Phone: 

Company  Web  Site: 

http://www.mdis.com 


MDIS 


New 

Search 


Summary  Info 

Status: 

Employees:  N/A 

Revenue:  N/A 

Capability  Profiles 

CAPABILITY  REGION 

Call  Center  Operations  U.K. 

Desktop  Services  U.K. 

Network  Management  and  Support  U.K. 


No  main  company  profile  is  available  for  this  company. 
Click  on  one  of  the  Capability  Profile  links 
to  view  this  company's  capability  profile  in  the  market  listed. 
For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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Headquarters 

One  Microsoft  Way 
Redmond,  WA  98052-6399 
United  States 

Phone:  Fax: 

(206)  882-8080  (206)  936-7329 

Company  Web  Site: 

http://www.microsoft.com 


Summary  Info 

William  H.  Gates 


Chairman/CEO: 

Status: 

Parent: 

Employees: 

Revenue: 

Year  End 


Public 

20,561  (06/1996) 
$ 14,484.0  mil 

Jun-1998 


Key  Points 


• Microsoft  Corporation  develops,  manufactures,  licenses,  sells,  and  supports  a wide  range  of  software  products,  as  well  as 
its  new  online  service,  The  Microsoft  Network  (MSN).  The  company  also  markets  personal  computer  books  and  input 
devices. 

* In  April  1996,  Microsoft  announced  its  agreement  to  acquire  aha!  software,  a handwriting  recognition  software 
developer,  aha!  is  the  producer  of  the  Smartlnk  technology  that  allows  users  of  mobile  computers  and  communicators  to 
edit  their  original  ink  handwriting  as  if  it  were  computer  text. 

• In  April  1996,  the  company  acquired  EXOS  Inc.,  the  interactive  entertainment  developer  of  the  force  feedback 
technology  for  game  control  devices. 

* In  February  1996,  Microsoft  announced  that  it  would  incorporate  Sun  Microsystems'  Java  programming  language,  as 
well  as  its  own  Visual  Basic  Script,  into  its  Internet  strategy. 

•>  Microsoft  reorganized  its  Platforms  Product  Group  in  February  1996,  consolidating  it  from  four  divisions  to  three. 
Included  in  the  new  structure  is  a separate  division  to  focus  on  the  Internet  systems.  The  company's  Applications  and 
Content  Group  also  made  some  organizational  changes. 

»■  In  January  1996,  Microsoft  acquired  Vermeer  Technologies,  Inc.,  creator  of  the  FrontPage™  program  usee'  to  convert 
information  into  the  Web  format.  This  acquisition  is  intended  to  support  Microsoft's  new  Internet  strategy. 

u In  December  1995,  Microsoft  announced  its  long-term  strategic  commitment  to  embracing  and  extending  tae  Internet 
through  integration  of  its  products  with  the  public  network. 

Microsoft's  business  strategy  emphasizes  the  development  of  a range  personal  computer  software  products  for  both  business  and 
persoial  use,  marketed  through  multiple  channels  of  distribution. 

«'  Microsoft's  Windows  operating  system  is  at  the  core  of  the  company's  systems  strategy. 

o In  August  1995,  celebrating  the  company's  20th  anniversary,  Microsoft  released  its  Windows®  95  desktop  operating 
system  simultaneously  in  eight  different  languages.  Windows  95  is  intended  to  lead  the  personal  computer  into  a new 
role  as  a platform  for  the  Internet  and  the  world  of  interactive  networks. 

Company  Description 


Microsoft  Corporation  was  founded  as  a partnership  in  1975  and  was  incorporated  in  1981.  The  company  develops, 
manufactures,  markets,  and  supports  microcomputer  systems  and  applications  software  products,  as  well  as  related  books, 
hardware,  and  multimedia  products. 

Microsoft's  primary  proprietary  operating  systems  for  microcomputers  include: 


• Microsoft  Windows®  95  operating  system 

• Microsoft  MS-DOS®  operating  system 
» Microsoft  Windows™  operating  system 
u Microsoft  Windows  for  Workgroups 

• Microsoft  Windows  NT™  operating  system 

Organization  and  Structure 
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Through  1995,  Microsoft  product  offerings  were  organized  under  two  product  groups— The  Platforms  Product  Group  and  The 
Applications  and  Content  Product  Group. 


• The  Platforms  Product  Group  consisted  of  four  divisions,  each  responsible  for  a particular  area  of  platform  software 
development  and  marketing— the  Personal  Systems  Division,  the  Business  Systems  Division,  the  Developer  Division, 
and  the  Consumer  Systems  Division. 

• The  Applications  and  Content  Product  Group  was  comprised  of  two  divisions  that  created  and  marketed  productivity 
programs  for  PCs  and  multimedia  content  titles.  The  group  also  included  one  division  for  on-line  systems  and  a research 
facility. 


In  February  1 996,  the  company  reorganized  its  these  two  products  groups.  The  Platforms  Group  was  aligned  to  more  closely 
coordinate  the  company's  Windows  family  strategy  and  to  concentrate  on  developing  complementary  products  and  technologies 
for  the  Internet.  The  Applications  and  Content  Group  was  reorganized  to  better  align  the  organization  for  continued  success. 

Microsoft  is  currently  divided  into  four  main  groups  as  follows: 

• The  Platforms  Product  Group  is  responsible  for  providing  its  customers  with  operating  system  products,  server  products, 
and  tools  for  the  PC  and  the  Internet.  The  new  organization  will  provide  enhanced  focus  on  the  company's  core 
Windows-based  business,  while  helping  it  to  capitalize  on  the  new  opportunities  offered  by  the  Internet.  The  Platforms 
Product  Group  consists  of  three  divisions: 

o The  Desktop  and  Business  Systems  Division  has  overall  responsibility  for  the  Microsoft  Windows  product 
family.  It  will  also  continue  to  build  the  infrastructure  for  distributed  computing  for  large  and  small  businesses 
through  development  of  the  Microsoft  BackOffice™  suite  of  server  applications, 
o The  Internet  Platfonn  and  Tools  Division  has  overall  development  and  marketing  responsibility  for  client 
software,  run-time  libraries,  development  tools,  and  additional  server  products  to  provide  an  open  platform  for 
developing,  running,  and  managing  Internet  applications  and  content, 
o The  Consumer  Platforms  Division  has  two  major  areas  of  focus— to  produce  systems  software  products  for  non- 
PC  devices  that  build  on  and  extend  the  company's  technology  and  tools  base,  and  to  deliver  complete, 
integrated  software  systems  for  public  network  operators. 

• The  Applications  and  Content  Product  Group  is  comprised  of  four  divisions  that  create  and  market  productivity 
programs  for  PCs  and  multimedia  content  titles.  The  group  also  includes  a research  facility. 

o The  Consumer  Productivity  Group/Desktop  Applications  Division  combines  two  predecessor  groups  under  one 
division— the  Desktop  Applications  and  the  Consumer  divisions.  In  addition  to  overseeing  the  Microsoft 
Publisher,  Works,  Microsoft  Office®,  Microsoft  Word,  Microsoft  Excel,  and  PowerPoint®  applications,  this 
division  also  has  responsibility  for  shaping  the  company's  overall  productivity  application  strategy  for  the  home 
and  small  business. 

o The  Interactive  Media  Division  will  focus  on  creating  and  marketing  worldwide  interactive  entertainment  and 
information  products  across  a variety  of  media.  These  include  the  Internet,  with  The  Microsoft  Network  (MSN) 
and  other  on-line  products,  and  CD  ROM  versions, 
o The  Desktop  Finance  Division  is  responsible  for  the  company's  personal  finance  products, 
o The  Desktop  and  Business  Division  is  responsible  for  consumer  input  devices. 

• The  Sales  and  Support  Group  is  responsible  for  building  long-term  business  relationships  with  customers.  This  group  is 
organized  to  serve  three  customer  types— OEMs  (original  equipment  manufacturers),  end  users,  and  organizations— and 
to  manage  the  channels  that  serve  them.  This  group  is  organized  into  the  OEM  channel  and  three  geographic  channels: 

o OEM 

o U.S.  and  Canada 
o Europe 

o Other  International 

The  Sales  and  Support  Group  also  provides  support  for  Microsoft's  products  through: 

o Product  Support  Services 
o Consulting  Services 
o Solutions  Providers 

• The  Operations  Group  is  responsible  for  managing  business  operations  and  overall  business  planning.  This  includes  the 
process  of  manufacturing  and  delivering  finished  goods,  licenses,  subscriptions,  fulfillment  orders,  and  other  corporate 
functions. 


Worldwide  operations  of  the  corporation  are  directed  from  Microsoft's  corporate  headquarters  in  Redmond  (WA). 


• Manufacturing  facilities  are  located  in  Bothell  (WA),  Dublin  (Ireland),  and  Humacao  (Puerto  Rico). 

• Microsoft  operates  sales,  training,  and  field  service  centers  across  the  U.S. 

• The  company  has  established  marketing,  support  and/or  distribution  subsidiaries  internationally  in  Argentina,  Australia, 
Austria,  Belgium,  Brazil,  Canada,  Chile,  Colombia,  Costa  Rica,  the  Czech  Republic,  Denmark,  Ecuador,  Finland, 
France,  Germany,  Greece,  Hong  Kong,  Hungary,  India,  Israel,  Italy,  Japan,  Korea,  Malaysia,  Mexico,  Morocco,  the 
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Netherlands,  New  Zealand,  Norway,  the  People's  Republic  of  China,  Peru,  the  Philippines,  Poland,  Portugal,  Puerto 
Rico,  Russia,  Singapore,  the  Slovak  Republic,  Slovenia,  South  Africa,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand, 
Turkey,  the  United  Arab  Emirates,  the  United  Kingdom,  and  Venezuela. 

Company  Strategy 


In  December  1995,  Microsoft  announced  its  long-term  strategy  of  wide-ranging  commitment  to  embrace  and  extend  the  Internet 
by  integrating  its  products  with  the  rapidly  emerging  public  network. 

In  February  1996,  the  company  changed  its  Internet  strategy  to  include  Sun  Microsystems'  nonproprietary  Java  programming 
language,  used  to  distribute  Internet  applications  to  Windows-based  PCs.  Microsoft  also  announced  its  commitment  to  its  own 
Visual  Basic  Script,  a scripting  language  used  to  create  active  content  on  the  World  Wide  Web. 

The  February  1 996  reorganization  of  the  Platforms  Product  Group  formed  three  divisions  to  concentrate  on  Internet  programs, 
new  consumer  devices,  and  the  company's  computer  operating  systems. 

In  support  of  its  new  commitment  to  the  Internet,  Microsoft  is  now  offering  free  versions  of  the  Internet  Explorer  Web  browser, 
and  has  plans  to  market  the  Internet  Information  Server  with  its  Windows  NT  Server.  In  addition,  the  company  has  plans  for  the 
Windows  NT  and  Office  suite  of  products  to  provide  increased  Internet  functionality. 

Additional  commitment  to  the  Internet  is  evidenced  through  the  recent  acquisitions  of  Vermeer  Technologies  and  Colusa 
Software,  Inc.,  as  well  as  alliances  with  America  OnLine,  MCI,  nCompass  Labs,  Inc.,  and  Citrix  Systems,  Inc. 

Financials 


Microsoft  fiscal  1 995  revenue  was  $5,937  million,  a 28%  increase  over  fiscal  1 994  revenue  of  $4,649  million.  Net  income  rose 
to  $1,453  million,  an  increase  of  27%  over  fiscal  1994  net  income  of  $1,146  million. 

A five-year  financial  summary  is  shown  on  the  following  page. 


Microsoft  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revc  nue 

$5,937 

$4,649 

$3,753 

$2,759 

$1,843 

• Percent  change  from 
previous  year 

8% 

24% 

36% 

50% 

56% 

Income  before  taxes 

$2,167 

$1,722 

$1,401 

$1,041 

$671 

• Percent  change  from 
previous  year 

26% 

23% 

35% 

55% 

63% 

Net  income 

$1,453 

$1,146 

$953 

$708 

$463 

• Percent  change  from 
previous  year 

27% 

20% 

35% 

53% 

66% 

Earnings  per  share 

$2.32 

$1.88 

$1.57 

$1.20 

$0.82 

• Percent  change  from 
previous  year 

23% 

20% 

31% 

47% 

58% 

Fiscal  1995  revenue  growth  is  primarily  attributed  to  software  license  volume  growth,  as  opposed  to  price  increases. 
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• Average  selling  price  per  license  has  decreased  due  to  general  shifts  in  the  sales  mix  from  retail  package  products  to 
licensing  programs,  from  new  products  to  product  upgrades,  and  from  stand  alone  desktop  applications  to  integrated 
product  suites. 

• Average  revenue  per  license  from  OEM  licenses  and  corporate  license  programs  is  lower  than  average  revenue  per 
license  from  retail  versions. 

• Prices  of  integrated  suites  are  less  than  the  sum  of  the  prices  for  the  individual  programs  included  when  licensed 
separately. 


Microsoft  research  and  development  costs  were  approximately  $860  million  in  fiscal  1995  (14%  of  total  revenue),  compared  to 
$610  million  (13%  of  revenue),  and  $470  million  (13%  of  revenue)  in  fiscal  years  1994  and  1993,  respectively. 

Revenue  Analysis  by  Product/Service 

Microsoft  has  two  product  groups:  a platforms  product  group,  and  an  applications  and  content  product  group.  Platforms  product 
group  revenue  was  $2,356  million  in  fiscal  1995,  compared  to  $1,827  million  and  $1,518  million  in  fiscal  years  1994  and  1993, 
respectively.  Applications  and  content  product  group  revenue  was  $3,581  million  in  fiscal  1995,  compared  to  $2,822  million  and 
$2,235  million  in  fiscal  years  1994  and  1993,  respectively. 


A three-year  source  of  revenue  summary,  by  product,  is  shown  on  the  following  page. 


Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product  groups 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Platforms 

$2,356 

40% 

$1,827 

39% 

$1,518 

40% 

Applications  and  Content 

3,581 

60% 

2,822 

61% 

2,235 

60% 

Total 

$5,937 

100% 

$4,649 

100% 

$3,753 

100% 

The  Platforms  product  group  derives  revenue  from  personal  systems  products,  business  systems  products,  and  developer 
products.  Fiscal  1995  platforms  product  revenue  growth  is  credited  to  the  following: 

• Principal  personal  systems  products  have  been  for  the  MS-DOS  and  Microsoft  Windows  operating  systems. 

o Revenue  from  OEM  licenses  for  MS-DOS  increased  steadily  in  fiscal  1994  and  1995. 

o Revenue  from  retail  upgrade  versions  of  MS-DOS  decreased  in  both  years,  after  a strong  increase  in  fiscal  1993 
when  MS-DOS  6 Upgrade  was  released. 

o The  Microsoft  Windows  operating  system  has  been  an  increasingly  strong  contributor  to  revenue  over  the  three- 
year  period,  as  the  number  of  new  PCs  preinstalled  with  Windows  grew  substantially. 

• Revenue  from  business  systems  products,  based  on  Microsoft  Windows  NT  and  applications  in  the  Microsoft 
BackOffice  family,  increased  strongly  in  both  fiscal  1994  and  1995. 

• Developer  product  revenue  increased  steadily  over  the  three-year  period,  as  more  independent  software  vendors, 
corporate  developers,  and  solutions  developers  licensed  tools  to  develop  software  for  Windows  and  Windows  NT. 

Applications  and  Content  product  group  revenue  increases  were  attributed  to  the  following: 

• Increases  in  desktop  applications  revenue  over  the  three-year  period,  led  by  strong  Microsoft  Office  product  sales 

• Increases  in  consumer  products  revenue  during  fiscal  1995 

o Microsoft  Home  consumer  products,  displayed  continuing  growth, 
o Microsoft  Mouse  sales  were  flat  during  the  three-year  period. 

o The  initial  introduction  of  Microsoft  Natural  Keyboard  contributed  to  the  increase  in  fiscal  1 995  revenue. 
Interim  Results 

Microsoft  revenue  for  the  nine-month  period  ending  March  31,1 996  was  $6.4  billion,  an  increase  of  49%  over  revenue  of  $4.3 
billion  for  the  same  period  in  1 995.  Net  income  rose  to  $ 1 .6  billion  for  the  period,  a 5 1 % increase  over  net  income  of  nearly  $1.1 
billion  for  the  same  period  the  previous  year. 

• OEM  channel  revenue  grew  to  29%  of  revenue  during  the  nine-month  period,  from  27%  during  the  same  period  the 
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previous  year. 

• Platforms  group  revenue  increased  to  49%  of  total  revenue  during  the  period,  up  from  40%  the  same  prior-year  period. 
Applications  and  Content  group  revenue  fell  to  51%  of  revenue,  from  60%  during  the  period  in  1995. 

o The  Desktop  Applications  Division  experienced  superior  results,  driven  by  sales  of  the  latest  versions  of 
Microsoft  Office,  and  sales  in  the  Far  East,  which  were  nearly  double  those  of  the  previous  year 
o Revenue  from  the  BackOffice  suite  of  products  has  more  than  doubled  during  the  period  over  the  same  period 
the  previous  year. 

Market  Financials 


Microsoft's  customers  include  individuals  in  businesses  (both  small  and  large),  represent-ing  a variety  of  industries,  government 
agencies,  educational  institutions,  and  home  users. 

Microsoft  markets  its  software  and  hardware  products  through  four  primary  channels  of  distribution:  the  OEM  channel,  and  the 
company's  three  major  geographic  sales  and  marketing  organizations— U.S.  and  Canada,  Europe,  and  Other  International. 

Revenue  Analysis  by  Distribution  Channel 

OEM  channel  revenue  was  $ 1 ,650  million  in  fiscal  1 995,  U.S.  and  Canada  channel  revenue  was  $ 1 ,876  million,  Europe  revenue 
was  $1,487  million,  and  Other  International  channel  revenue  was  $924  million  in  fiscal  1995.  A three-year  source  of  revenue 
summary,  by  distribution  channel,  follows. 


Microsoft  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Distribution  Channel 

Revenue 

$ 

Percent 

of 

Total 

Revenue 

$ 

Percent 

of 

Total 

Revenue 

$ 

Percent  of  Total 

IU.S.  and  Canada 

$1,876 

32% 

$1,575 

34% 

$1,371 

37% 

|Eurcpe 

1,487 

25% 

1,363 

29% 

1,259 

34% 

Other  International 

924 

15% 

532 

11% 

392 

10% 

OEM  Channels 

1,650 

28% 

1,179 

26% 

731 

19% 

Total 

$5,937 

100% 

$4,649 

100% 

$3,753 

100% 

OEM  channel  revenues  are  license  fees  from  original  equipment  manufacturers.  Geographic  sales  and  n tarketing 
organizations'  revenues  are  from  corporate  license  fees  and  packaged  product  sales  to  distributors  and  resellers. 

» Management  attributes  lower  European  growth  rates  than  in  other  geographic  areas  to  general  ec  onomic 
slowness,  higher  existing  market  share,  and  a more  dramatic  shift  to  corporate  licensing  programs. 

« Strong  Other  International  growth  rates  are  attributed  to  customer  acceptance  of  newly  localized  products, 
especially  in  Japan,  and  early  entrance  into  emerging  markets. 

Geographic  Markets 


Approximately  45%  of  Microsoft's  fiscal  1995  revenue  was  derived  from  the  U.S.  and  55%  from  international  sources,  which 
include  European  operations,  other  international  operations,  exports,  and  OEM  distribution.  Approximately  46%  of  fiscal  1994 
revenue  and  45%  of  fiscal  1993  revenue  was  derived  from  the  U.S. 

A three-year  geographic  financial  summary,  as  provided  by  Microsoft,  follows. 


Microsoft  Corporation 
Three-Year  Geographic  Financial  Summary 
($  Millions) 


Fiscal  Year 

6/95  |[  6/94  ||  6/93 

— ~ ~ . ,>  r*  . D„ * 

71  [ Percent  of  I!  „ „ ii  Percent  of  ||  n 2 II  Percent  of 

Revenue  $ 1 Revenue  $ 1 Revenue  $ 11 
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(a)  Includes  exports  and  international  OEM  transactions  totaling  $1,263  million,  $787  million,  and  $426  million  in  fiscal  years 
1995,  1994,  and  1993,  respectively. 

"U.S.  operations"  includes  shipments  to  customers  in  the  U.S.,  licensing  to  OEMs,  and  exports  of  finished  goods  directly  to 
international  customers,  primarily  in  Canada,  South  America,  and  Asia. 


"Other  international  operations"  primarily  includes  subsidiaries  in  Australia,  Japan,  Korea,  and  Taiwan. 

Acquisitions 


In  April  1996,  Microsoft  announced  an  agreement  to  acquire  Mountain  View  (CA)-based  aha!  software  corporation,  aha! 
software,  founded  in  1991,  develops  and  markets  innovative,  top-quality  software  products.  Included  in  the  acquisition  will  be 
the  Smartlnk  technology  that  overcomes  handwriting-recognition  obstacles  by  allowing  users  to  edit  their  original  ink 
handwriting  in  the  same  manner  as  they  do  text  with  a work  processor. 

In  April  1996,  Microsoft  acquired  Boston  (MA)-based  EXOS  Inc.,  which  designs,  develops,  and  manufactures  controllers  for 
interactive  entertainment  for  arcades,  home  video  systems,  and  PCs.  EXOS'  force  feedback  technology  for  game  control  devices 
enables  users  to  feel  gaming  effects  such  as  turbulent  flight  simulations  and  race-car  crashes.  This  addition  strengthens  the 
company's  commitment  to  providing  consumers  with  more  compelling  PC  game  play. 


In  March  1996,  Microsoft  acquired  Colusa  Software,  Inc.,  providing  a full  range  of  tools  and  technologies  to  support  and 
strengthen  Microsoft's  Internet  strategy.  Colusa's  principal  product.  Omniware,  enables  developers  to  create  processor- 
independent  client-side  components  for  the  Internet  and  intranet  environments,  using  existing  programming  languages  such  as  C 
and  C++. 


In  January  1996,  Microsoft  acquired  Cambridge  (MA)-based  Vermeer  Technologies,  Inc.,  creators  of  the  FrontPage™  program, 
and  a pioneer  of  visual,  standards-based  publishing  tools  for  the  World  Wide  Web.  Microsoft  intends  to  incorporate  the 
FrontPage  Web  authorizing  software  with  its  Office  suite  of  products.  Many  believe  Microsoft  will  build  this  into  the  leading 
way  for  nontechnical  users  to  write  for  the  Web  portion  of  the  Internet. 


In  November  1995,  Microsoft  acquired  Netwise  Inc.,  a developer  of  connectivity  middleware.  The  acquisition  of  Netwise's 
TransAccess  product  line  is  expected  to  strengthen  Microsoft's  PC-to-mainffame  communications  product  line  by  providing  the 
SQL  Server  access  to  data,  and  to  the  applications  controlling  the  data  in  the  mainframe  databases. 

In  early  1995,  Microsoft  announced  agreements  with  50  leading  manufacturers  of  computer  hardware  and  software  to  list  their 
products  on  The  Microsoft  Network  (MSN).  Hewlett-Packard  was  identified  as  one  of  the  larger  participants. 

Employees 


As  of  June  30,  1995,  Microsoft  had  approximately  17,801  employees  (12,193  domestic  and  5,608  international),  segmented  as 
follows: 
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Marketing/sales/support 

....9,166 

Research  and  development .. 

...5,397 

Manufacturing,  distribution . . 

...1,639 

Finance  and  administration .. 

....1.599 

17,801 

Key  Products  and  Services 


Microsoft's  current  product  and  service  offerings  are  summarized  by  division  as  follows: 

The  Platforms  Product  Group 

Desktop  and  Business  Systems 

The  Desktop  and  Business  Systems  Division  develops  desktop  operating  systems  software  as  well  as  maintaining  responsibility 

for  developing  and  marketing  the  Microsoft  BackOffice  suite  of  server  applications. 

Microsoft's  primary  operating  systems  include: 

t Windows  95— A desktop  personal  operating  system  designed  to  replace  MS-DOS,  Windows,  and  Windows  for 
Workgroups.  It  is  a 32-bit  operating  system  that  is  compatible  with  existing  Windows  and  MS-DOS  softw:  re 
applications. 

* MS-DOS— An  operating  system  for  PCs  that  is  single-user  and  single-tasking 

• Windows  3. 1— A graphical  operating  system  for  MS-DOS-based  PCs,  supporting  high-performance  Windows-based 
applications 

» Windows  for  Workgroups  3.1 1— An  operating  system  that  integrates  network  and  workgroup  functionality  into  the 
Windows  operating  system 


Key  BackOffice  family  products  include: 


« Microsoft  Windows  NT  Workstation  and  Server— A 32-bit  desktop  operating  system  for  client/server  comp  uting  that 
provides  integrated  mail  and  networking  with  remote  access.  It  also  provides  pre-emptive  multitasking,  ad\  anced 
security,  and  support  for  background  communication  sessions  for  users  of  powerful  PCs,  workstations  and  network 
servers. 

• The  Windows  NT  Server  provides  extensive  network  management  features,  administrative  tools,  security, : aid  fault 
tolerance. 

« SQL  Server-An  intelligent,  high-performance  relational  database  management  system  for  PC  local-area  ne  tworks 
running  under  OS/2.  It  was  developed  jointly  by  Microsoft  and  Sybase. 

» SNA  Server— A highly  fault-tolerant  gateway  product  that  connects  PC  LANs  with  IBM  host  systems  usinj  SNA 
protocols 

« Systems  Management  Server-A  software  tool  that  facilitates  the  central  management  of  distributed  environments 

« Exchange  Server-Released  in  April  1996,  Exchange  Server  is  the  first  integrated  messaging  and  groupwar : server 
designed  to  provide  users  and  system  administrators  with  native  open  and  secure  access  to  the  Internet. 

• Exchange  Server  Enterprise  Edition— The  full-featured  version  of  Exchange  Server,  which  includes  the  X.400 
Connector,  Internet  Mail  Connector,  Microsoft  Exchange  Connector,  and  the  Exchange  Server 

• Mail  Server-A  PC  network  server  for  distributing  messages  and  information  that  supports  Windows  95,  W indows  3.1, 
Windows  for  Workgroups  3.1 1,  MS-DOS,  Macintosh,  and  OS/2  platforms. 

• Microsoft  Mail— A workgroup  application  for  PC  networks  that  offers  large,  corporate  users  support  for  multiple 
network  environments.  It  includes  client  access  software  for  Windows  95,  Windows  3.1,  Windows  for  Workgroups 
3.1 1,  MS-DOS,  Macintosh,  and  OS/2  platforms. 

• Microsoft  Schedule+-A  calendaring  and  scheduling  program  using  Microsoft  Mail 

Internet  Platform  and  Tools  Division 

This  division  offers  database  products,  software  development  tools,  and  run-time  libraries. 


• Microsoft  FoxPro®— A desktop  database  development  tool  that  supports  xBase  applications  on  MS-DOS,  Windows  3.1, 
Windows  for  Workgroups  3.11,  Windows  NT,  Macintosh,  and  UNIX 
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Software  Development  Tools  and  Computer  Languages  include: 

• Visual  C++  development  for  1 6-  and  32-bit  application  development  on  Windows  3.1,  Windows  95,  and  Windows  NT 

• Visual  Basic™  programming  system  for  Windows  95,  Windows  3.1,  Windows  for  Workgroups  3.11,  and  Windows  NT 

• Development  environment  in  the  FORTRAN  language  for  MS-DOS,  Windows  3.1,  Windows  for  Workgoups  3.1 1,  and 
Windows  NT 

Consumer  Platforms  Division 

The  Consumer  Platforms  Division  is  responsible  for  producing  systems  software  products  for  non-PC  devices  that  build  on,  and 
extend  the  company's  technology  and  tools  base. 

This  group  is  also  responsible  for  delivering  integrated  software  systems  for  public  network  operators. 

Applications  and  Content  Group 

Consumer  Productivity  Group/Desktop  Applications  Division 

This  division  develops  applications  software  products  that  include  word  processing,  spreadsheets,  and  presentation  graphics 
programs,  summarized  as  follows: 


• Microsoft  Office— Available  in  two  editions,  Standard  and  Professional. 

o The  Standard  edition  is  available  for  Windows  95,  Windows  3.1,  Windows  for  Workgroups  3.1 1,  and 
Macintosh  operating  systems.  It  includes  Microsoft  Word,  Microsoft  Excel,  the  Microsoft  PowerPoint 
presentation  graphics  program,  and  a workstation  license  for  Microsoft  Mail.  The  Office  for  Windows  95 
version  includes  Schedule^  in  place  of  Microsoft  Mail. 

o The  Professional  edition  for  Windows  adds  the  Microsoft  Access®  database.  The  installed  base  of  Microsoft 
Office  is  over  6 million  units  worldwide. 

• Microsoft  Word— The  company's  principal  word  processing  program  with  versions  available  for  Windows  95,  Windows 
3.1,  Windows  for  Workgroups  3.11,  Windows  NT,  OS/2,  and  Macintosh  environments 

• Microsoft  Excel— The  company's  spreadsheet  program,  with  versions  available  for  Windows  95,  Windows  3.1,  Windows 
for  Workgroups  3.11,  Windows  NT,  and  Macintosh  operating  systems 

• Microsoft  PowerPoint— A presentation  graphics  program  that  runs  under  Windows  95,  Windows  3.1,  Windows  for 
Workgroups  3.11,  and  Macintosh  operating  systems 

• Microsoft  Project-A  critical-path  method  project  scheduling  and  resource  allocation  program  that  runs  on  Windows  95, 
Windows  3.1,  Windows  for  Workgroups  3.1 1,  and  Macintosh  operating  systems.  Project  can  perform  budgeting, 
monitoring,  and  cost  estimating  for  large  business  projects. 

The  company's  leading  consumer  productivity  products  for  home  and  small  business  include: 

• Microsoft  Works,  an  integrated  program  with  basic  word  processing,  spreadsheet,  and  database  capabilities 

• Microsoft  Publisher,  an  entry-level  desktop  publishing  tool  that  automates  the  design  process  of  newsletters,  calendars, 
greeting  cards,  and  invitations 

• Microsoft  Access— A relational  database  management  application  designed  for  interactive  users  and  developers 
Interactive  Media  Division 

The  Interactive  Media  Division  develops  and  markets  worldwide  interactive  entertainment  and  infonnation  products,  and  kids' 
titles  across  various  media;  it  is  responsible  for  The  Microsoft  Network  (MSN),  and  also  houses  the  MSNBC  joint  venture 
between  Microsoft  and  NBC. 

Interactive  Media  Division  products  include: 


• Microsoft  Encarta™,  a multimedia  encyclopedia  database 

• Microsoft  Encarta  96  World  Atlas,  a multimedia  world  atlas  database 

• Microsoft  Bookshelf®,  a multimedia  reference  library  that  includes  a dictionary,  world  atlas,  world  almanac,  thesaurus, 
encyclopedia,  and  two  books  of  quotations 

• Microsoft  Cinemania™,  an  interactive  guide  to  the  movies 

• Microsoft  Dinosaurs 

• Automap  Road  Atlas,  a route-planning  program  with  detailed  maps  and  road  information  for  North  American  routes 

• Microsoft  Creative  Writer,  a creative  writing  and  publishing  program 
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• Microsoft  Fine  Artist,  a comprehensive  art  program 

• The  Magic  School  Bus  series,  based  on  the  children's  book  and  television  series 

• Microsoft  Flight  Simulator,  an  airplane-flying  game,  developed  by  Bruce  Artwick  Organization  LTD 

• Microsoft  Golf,  a simulation  of  the  sport  of  golf,  licensed  from  Access  Software,  Inc. 

• Microsoft  Fury3  game 


The  Microsoft  Network  (MSN)  is  the  company's  new,  interactive  online  service. 


• The  MSN  provides  access  to  the  Internet,  electronic  mail,  and  bulletin  boards. 

• The  Microsoft  Internet  Explorer  is  the  company's  free  Internet  browser. 

• MSN  is  owned  by  The  Microsoft  Network,  LLC  (formerly  the  Microsoft  Online  Services  Partnership),  of  which 
Microsoft  owns  80%,  and  a subsidiary  of  Tele-Communications,  Inc.  (TCI)  owns  the  remaining  20%. 

• In  March  1 996,  The  Microsoft  Network  announced  that  MSN,  which  became  available  with  the  release  of  Microsoft 
Windows  95  on  August  24,  1995,  had  reached  one  million  subscribers,  making  it  the  fastest-starting  Internet  online 
service  in  history. 

The  MSNBC  is  the  product  of  the  joint  venture  between  Microsoft  and  NBC  to  create  a 24-hour  news  and  information  channel 

and  interactive  on-line  news  service.  MSNBC  is  responsible  for  the  content  of  the  Microsoft  Network. 

Desktop  Finance  Division 

u Microsoft  Money  is  the  company's  financial  organization  product,  providing  on-line  home-banking  services  with  1 7 
different  banks  in  the  U.S. 

Desktop  and  Business  Division 

The  Desktop  and  Business  Division  is  responsible  for  the  development  and  marketing  of  the  company's  consumer  input  devices, 

including: 

u The  Microsoft  Sidewinder™  joystick 

o The  Microsoft  Mouse,  compatible  with  MS-DOS,  Windows  95,  Windows  3. 1 , and  Windows  for  Workgroups  3.11 
operating  systems 

o The  Microsoft  BallPoint®  Mouse,  designed  especially  for  use  with  laptop  and  notebook  computers 

Operations  Group 

The  Operations  Group  manages  business  operations  and  overall  business  planning  for  Microsoft  Corporation.  This  group 

overs  ;es  the  manufacturing  process  and  delivery  of  finished  goods,  as  well  as  fulfillment  of  orders,  licenses,  and  si  bscriptions. 

This  i!roup  no  longer  manages  the  publishing  efforts  of  the  Microsoft  Press,  which  is  now  an  independent  group. 


Microsoft  Press 

Microsoft  Press,  founded  in  1983,  publishes  books  about  Microsoft  products,  other  software  developers,  and  currei  t 
devel  rpments  in  the  microcomputer  industry. 


v Books  published  by  Microsoft  Press  are  typically  written  and  copyrighted  by  independent  authors  who  submit  their 
manuscripts  to  Microsoft  for  publication  and  receive  royalties  based  on  net  revenue  generated  by  the  product, 
u Publisher's  Resources,  Inc.  acts  as  the  company's  main  fulfillment  house  in  the  U.S. 

Product  Support 


Through  a specialized  group  of  Microsoft  Solutions  Providers  that  include  Authorized  Support  Centers  and  Authorized  Training 
Centers,  the  company  offers  multivendor  support,  consulting  services,  and  advisory  and  diagnostic  assistance. 

The  company  offers  technical  support  for  all  of  its  products  through  its  Product  Support  Services  Group  locations  in  the  U.S., 
and  in  Microsoft  subsidiaries.  The  group  handles  questions  through  telephone  and  letter  requests,  and  provides  assistance  to 
developers  and  OEMs.  Coverage  options  range  from  no-charge  toll  telephone  support  to  fee-based  support  providing  unlimited 
800  number  and  electronic  technical  support  for  all  Microsoft  products  24  hours  per  day,  7 days  per  week. 

In  addition,  Microsoft  has  a database  called  Microsoft  KnowledgeBase  that  contains  over  55,000  technical  articles  with  useful 
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information  regarding  Microsoft  products.  The  company  also  offers  two  information  subscription  services  called  Microsoft 
TechNet  and  Microsoft  Developer  Network. 

Clients 


Microsoft  markets  to  end  users,  organizations,  and  OEMs.  Users  of  the  company's  products  include  individuals  in  business, 
government  agencies,  educational  institutions,  and  at  home. 

Marketing  and  Sales 


Microsoft  has  three  sales  and  marketing  units,  each  with  responsibility  for  activities  targeting  one  of  the  company's  customer 
types: 

• The  end  user  customer  unit  is  responsible  for  all  sales  and  marketing  activities  aimed  at  end  users  who  make  individual 
buying  decisions  for  PC  use  at  home  or  work.  The  key  products  licensed  and  sold  are  the  company's  personal  operating 
systems  and  consumer  and  desktop  applications. 

• The  organization  customer  unit  focuses  on  sales  and  marketing  activities  targeted  to  groups  of  users  in  organizations  of 
all  sizes.  Key  products  are  Microsoft's  business  systems,  developer  software,  and  software  sold  via  volume  licensing 
programs. 

o This  unit  works  with  Solutions  Providers,  the  Microsoft  Consulting  Services  division,  and  directly  with 
organizations  to  create  enterprise-wide  solutions  to  business  computing  problems, 
o In  the  U.S.,  this  unit  is  divided  into  an  enterprise  customer  unit,  serving  only  large-organization  customers,  and 
a unit  serving  small  and  medium-sized  customers. 

• The  OEM  customer  unit  includes  the  sales  force  working  with  OEMs  that  include  Microsoft  software  in  their  PCs. 


Microsoft  distributes  its  products  primarily  through  OEM  licenses,  corporate  licenses,  and  retail  packaged  products.  The 
company  also  has  three  major  geographic  sales  and  marketing  organizations  for  finished  goods:  U.S.  and  Canada,  Europe,  and 
Other  International  areas.  Sales  of  corporate  licenses  and  packaged  products  in  these  channels  are  primarily  to  distributors  and 
resellers. 


OEM  Channel 


Microsoft  has  OEM  agreements  covering  one  or  more  of  its  products  with  virtually  all  of  the  major  domestic  microcomputer 
manufacturers,  including  AST  Research,  Acer,  Compaq,  Dell,  Digital  Equipment  Corporation,  Gateway  2000,  Hewlett-Packard, 
IBM,  NEC,  Olivetti,  Packard  Bell,  and  Toshiba.  The  products  are  distributed  under  Microsoft  trademarks. 

Finished  Goods  Channels 

Microsoft  uses  direct  marketing  techniques  to  promote  sales  of  new  versions  of  products  to  existing  users.  Fulfillment  of  product 
to  the  user  is  accomplished  by  either  direct  shipment  or  through  the  reseller  channel. 


Microsoft  also  markets  its  products  in  the  domestic  finished  goods  channel  through  independent,  nonexclusive  distributors  and 
resellers. 


• Distributors  include  Computer  2000,  Ingram  Micro,  and  Merisel. 

• Resellers  include  Softbank,  Stream  International  (formerly  Corporate  Software),  Egghead  Software,  and  Software 
Spectrum. 


Internationally,  Microsoft  has  subsidiaries  that  provide  marketing,  support  and  /or  distribution  to  resellers  and  directly  to  users. 
International  sites  are  in  Argentina,  Australia,  Austria,  Belgium,  Brazil,  Canada,  Chile,  Colombia,  Costa  Rica,  the  Czech 
Republic,  Denmark,  Dubai,  Ecuador,  Finland,  France,  Germany,  Greece,  Hong  Kong,  Hungary,  India,  Ireland,  Israel,  Italy, 
Japan,  Malaysia,  Mexico,  Morocco,  the  Netherlands,  New  Zealand,  Norway,  the  People's  Republic  of  China,  Peru,  the 
Philippines,  Poland,  Portugal,  Puerto  Rico,  Russia,  Singapore,  Slovakia,  Slovenia,  South  Africa,  South  Korea,  Spain,  Sweden, 
Switzerland,  Taiwan,  Thailand,  Turkey,  the  United  Arab  Emirates,  the  United  Kingdom,  and  Venezuela. 


The  Microsoft  Select  program  is  designed  to  make  it  easier  for  large  organizations  to  acquire  and  maintain  Microsoft  products. 
The  targeted  audiences  include  technology  specialists  and  influential  end  users  in  large  enterprises. 


Microsoft's  Solutions  Providers  program  offers  direct  access  to  Microsoft  tools,  support,  and  information  for  companies  in  the 
business  of  selling  value-added  software  services  to  customers.  The  service  supports  value-added  resellers,  systems  integrators, 
consultants,  and  training  organizations. 
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The  Consulting  Services  division  assists  customers  in  using  Microsoft's  systems,  applications,  and  communications  products. 
The  division  functions  in  the  domestic  and  international  markets  and  focuses  on  large  corporate  accounts. 

The  company  has  approximately  120  marketing  communications  professionals,  and  works  closely  with  large  advertising  and 
direct  marketing  firms. 

Microsoft's  marketing  activities  include  advertising,  direct  marketing,  worldwide  packaging,  and  marketing  materials.  The 
company  uses  broad  consumer  media  such  as  television,  radio,  business  publications,  and  trade  publications.  Microsoft  also 
invests  heavily  in  the  direct  marketing  and  customer  satisfaction  areas. 

In  fiscal  1996,  the  company  plans  to  spend  more  than  $150  million  on  a broad  campaign  emphasizing  the  Microsoft  brand 
identity. 

Alliances 


In  March  1996,  Microsoft  announced  its  agreement  with  America  Online  Inc.  (AOL)  to  make  Explorer  3.0,  the  newly  released 
version  of  Microsoft's  Internet  software,  available  on  American  Online.  AOL  had  made  an  agreement  with  Netscape  the  previous 
day  to  make  Netscape's  Navigator  browser  software  available  on-line  as  well. 

In  March  1996,  Microsoft  and  nCompass  Labs,  Inc.,  announced  the  jointly-developed  ActiveX™  Plug-in  for  NetScape™ 
Navigator,  which  enables  Navigator  users  to  view  Internet  content  created  using  the  ActiveX  Technologies. 

In  M;  rch  1996,  Microsoft  announced  the  signing  of  a letter  of  intent  with  Citrix  Systems,  Inc.  to  include  the  Citrix  ICA® 
(Intelligent  Console  Architecture)  client  with  Microsoft  Internet  Explorer  3.0  for  the  Windows  95  and  Windows  NT  operating 
systems.  This  will  enable  users  to  activate  and  run  remote  server-based  Win32®-based  applications  through  a Web  page. 


In  February  1996,  Microsoft  agreed  to  license  Sun  Microsystems'  Java  programming  language.  The  two  companies  are  also 
reponedly  undergoing  negotiations  to  develop  an  official  Windows  version  of  Java. 

In  February  1996,  Microsoft  and  Visa  International  announced  plans  to  jointly  develop  an  electronic-banking  system  that  would 
provide  direct  competition  for  Intuit' s payment-processing  system. 

In  February  1996,  Microsoft  and  Daimler-Benz  InterServices  AG  financial  services  unit  announced  an  agreement  6 > strengthen 
their  existing  relationship,  and  their  plans  to  develop  intelligent  technologies  in  the  fields  of  information  and  communications 
technology. 

In  January  1996,  Microsoft  and  MCI  Communications  Corporation  entered  into  a marketing  alliance  whereby  the  companies  will 
sell  ei.ch  other's  products,  including  the  Microsoft  Network  on-line  service. 

During  fiscal  1995,  a wholly  owned  subsidiary  of  Tele-Communications,  Inc.  (TCI)  purchased  a 20%  minority  interest  in  the 
newl>  formed  Microsoft  Online  Services  Partnership. 

« TCI  contributed  $125  million  of  its  common  stock,  and  Microsoft  contributed  the  business  assets  of  its  on-  ine  service. 
The  Microsoft  Network,  which  was  under  development  at  the  time. 

« The  entity  was  subsequently  reorganized  into  The  Microsoft  Network,  LLC,  with  Microsoft  holding  an  80%  majority 
interest. 

In  December  1995,  Microsoft  announced  joint  ventures  with  NBC  to  create  a 24-hour  news  and  information  channel,  and  an 
interactive  on-line  news  service.  The  MSNBC  is  the  product  of  this  joint  venture,  and  is  responsible  for  the  content  of  the 
Microsoft  Network. 

Competition 


Microsoft's  major  competition,  by  product  category,  is  as  follows: 

Operating  systems— Major  competitors  include  large  OEMs  such  as  IBM,  Apple  Computer,  and  Digital  Equipment  Corporation. 
The  company's  operating  systems  products  also  compete  with  UNIX-based  operating  systems,  including  those  from  IBM, 
AT&T,  Hewlett-Packard,  Sun  Microsystems,  Novell,  and  The  Santa  Cruz  Operation. 


http://www.input.com/vaps/vaps_profile.  cfm?COMPANY_ID=  1 07 


3/16/99 


INPUT  Vendor  Profile  - Microsoft  Corporation 


Page  12  of  12 


In  the  future,  Microsoft  expects  its  operating  systems  products  to  face  increasing  competition  from  network  server  operating 
systems,  such  as  Novell  NetWare,  and  from  "middleware"  products  such  as  Lotus  Notes  from  IBM. 


Business  systems— Software  developers  that  provide  competing  server  applications  include  Oracle,  Sybase,  and  Informix. 
Microsoft's  workgroup  products  face  competition  from  Lotus  Development  (now  owned  by  IBM),  which  has  a large  installed 
base  of  Lotus  Notes  and  cc:Mail. 


Desktop  applications— Competitors  include  many  software  application  vendors,  such  as  Lotus,  Oracle,  Claris,  and  Novell. 


On-line  services— Microsoft's  new  online  services  network,  The  MSN,  faces  competition  both  from  established  online  networks, 
such  as  H&R  Block's  CompuServe,  IBM  and  Sears'  Prodigy,  and  America  Online,  and  from  on-line  services  offered  via  the 
Internet,  such  as  the  World  Wide  Web  portion  of  the  Internet.  Netscape  provides  the  primary  competition  for  navigation 
software  for  the  Internet.  In  addition,  Adobe,  Sun  Microsystems,  and  other  companies  offer  software  for  Internet  servers  and  for 
user  navigation  of  the  Internet. 


Developer— Microsoft's  developer  products  compete  with  offerings  from  companies  such  as  Sybase  and  Borland. 


Consumer— The  consumer  division  has  many  smaller  competitors,  especially  in  entertainment  and  education,  such  as  Intuit, 
Broderbund,  Electronic  Arts,  Softkey,  The  Learning  Company,  Davidson  Associates,  Voyager,  Compton's,  Edmark,  Sierra  On- 
Line,  and  Dorling  Kindersley.  Other  competitors  own  branded  content,  such  as  Walt  Disney  and  Lucas  Arts. 

INPUT  Assessment 


One  of  Microsoft's  major  strengths  is  its  flexibility  and  agility.  Its  organizational  structure,  planning,  and  implementation  have 
changed  repeatedly,  and  will  undoubtedly  continue  to  do  so  in  the  future. 


Some  of  Microsoft's  other  strengths  include: 

• Delivering  quality  products  at  attractive  price  points 

• Quality  in  management,  and  the  leadership  of  Bill  Gates 

• The  passion  for  technology  demonstrated  by  the  company's  employees 

Microsoft  has  an  85%  market  share  of  the  desktop  applications  market.  As  such,  the  company  faces  the  challenge  of  not  only 
maintaining,  but  increasing  the  saturation  of  this  market. 


Although  Microsoft  has  a reputation  for  its  strength  and  leadership,  it  is  still  facing  strong  competitors,  such  as  Netscape,  Sun 
Microsystems,  Oracle,  and  Novell. 


Other  challenges  facing  Microsoft  in  the  coming  year  include: 


• Meeting  the  expectations  of  stockholders,  in  light  of  the  success  of  Windows  95 

• The  continuing  problem  of  controlling  intellectual  property  rights— especially  from  piracy  in  the  Far  East 
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Headquarters 


4655  Old  Ironsides  Drive 
Suite  490 

Santa  Clara,  CA  95054 
U.S. 

Phone:  Fax: 

(408)566-0800  (408)566-0810 

Company  Web  Site: 

http://www.milkvway.com 


President/CEO: 

Status: 

Employees: 

Revenue: 

Year  End 


Summary  Info 

Hung  Vu 
Public 

70  (09/1996) 
$ 6.5  mil 

Apr-1997 


Company  Description 


Milkyway  Networks  Corporation,  founded  in  1994,  develops,  sells,  and  supports  proprietary  network  security  solutions  for 
organizational  computer  networks  connected  to  the  Internet,  or  that  use  Internet  tools  and  applications  for  intranet 
communication  solutions. 

The  company's  primary  product  is  the  Black  Hole  application-level  firewall.  Since  its  introduction  in  May  1994,  Black  Hole  has 
captured  a dominant  position  in  the  Canadian  firewall  market. 


« Prior  to  1995,  Milkyway  Networks  was  subject  to  contractual  licensing  restraints  that  restricted  the  sale  of  Black  Hole 
outside  of  Canada. 

> Since  November  1995,  the  company  has  established  a sales  presence  in  the  U.S.  and  has  pursued  the  devel  ipment  of 
reseller  and  distributor  relationships  within  the  U.S. 

Organization  and  Structure 


Milk; 'way  Networks  is  headquartered  in  Ottawa  (Ontario,  Canada). 

» The  company  operates  in  the  U.S.  through  its  wholly-owned  subsidiary,  Milkyway  Networks,  Inc.,  based  i n Santa  Clara 
(CA). 

•»  Milkyway  Networks  maintains  additional  North  American  offices  in  North  York  (Ontario),  Vancouver  ( B< .), 
Portsmouth  (NH),  Dobbs  Ferry  (NY),  Houston  (TX),  Chicago  (IL),  and  Arlington  (VA). 

Key  executives  appear  in  the  exhibit  below: 


Milkyway  Networks  Corporation 
Key  Executives 


Name 

Title 

Hung  Vu 

President  & CEO 

Peter  Rose 

VP  Finance 

Roberto  Medrano 

VP  Worldwide  Marketing  & Business  Development 

David  Cross 

VP  Sales 

Cuong  Nguyen  jjVP  Engineering 

Bemie  Vierich 

VP  Customer  Service 

Company  Strategy 


Milkyway  Networks'  objective  is  to  be  a world  leading  supplier  of  network  security  solutions  for  users  with  medium  to  high- 
level  security  needs. 
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The  company's  strategy  involves  the  following  components: 


• Accelerating  Black  Hole  market  penetration  by  expanding  its  sales  and  marketing  efforts,  both  through  an  increase  in  its 
sales  force  and  through  the  pursuit  of  strategic  distribution  and  reseller  relationships 

• Providing  "high  level”  security  solutions 

• Maintaining  technology  leadership  and  security  assurance  by  making  significant  investments  in  research  and 
development,  acquiring  compatible  technologies  and  businesses,  and  through  the  pursuit  of  strategic  alliances  with 
providers  of  core  technologies 

Financials 


Milkyway  Networks's  fiscal  1996  revenue  was  approximately  $4.3  million,  compared  to  revenue  of  $760,000  in  fiscal  1995.  Net 
income  was  approximately  $ 1 88,000  in  fiscal  1 996,  compared  to  1 995  income  of  $223,000,  a 1 6%  decrease. 


In  July  1996,  the  company  completed  an  initial  public  offering  of  2.5  million  shares  of  its  common  stock,  generating 
approximately  $30  million  for  the  company. 

Market  Financials 


Milkyway  Networks  targets  Fortune  500  companies,  telecommunications  providers,  financial  services  providers,  large 
technology  companies,  utility  suppliers,  educational  institutions,  and  governmental  organizations. 

Geographic  Markets 


In  fiscal  1996,  Canadian  sales  accounted  for  64%  of  revenue  while  the  Asia/Pacific  region  represented  2 1 %,  the  U.S.  12%,  and 
Europe  3%. 


In  fiscal  1995,  100%  of  revenue  was  generated  in  Canada. 

Employees 


On  April  30,  1 996,  Milkyway  Networks  had  57  full-time  employees,  segmented  as  follows: 


Sales  and  marketing 21 

Research  and  development 17 

Customer  service 9 

Finance  and  administration 10 

57 


The  company  currently  has  70  employees. 

Key  Products  and  Services 


Black  Hole  3. 0 


Black  Hole  is  Milkyway  Networks'  flagship  product.  It  is  a second-generation  application-level  Internet  and  intranet  firewall. 

Version  3.0  is  the  first  Internet  firewall  to  support  Virtual  Private  Networking  (VPN)  using  a Public  Key  Infrastructure  (PKI) 
that  is  deployed  on  the  Internet  today. 


Black  Hole  3.0  VPN  is  also  Entrust  aware.  Entrust  is  encryption  and  certificate  management  technology  from  the  secure 
networks  division  of  Northern  Telecom.  Being  Entrust  aware  allows  Black  Hole  VPN  to  communicate  with  existing  Certificate 
Authorities  on  the  Internet,  eliminating  the  need  for  key  distribution. 
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Black  Hole  3.0  also  offers  integrated,  secure  support  for  Progressive  Networks'  RealAudio  2.0  proxy. 

Priced  from  $3,000  to  $20,500,  Black  Hole  3.0  runs  on  Intel-based  PCs  or  UNIX-based  SPARC  processors. 

Products  Under  Development 

Milkyway  Networks  has  also  announced  products  under  development  that  are  scheduled  for  future  release.  The  products  include 
the  following: 

Red  Shift  Security  Auditor-  Scheduled  for  release  in  fall  1 996,  Red  Shift  is  designed  as  a tool  that  systems  administrators  can 
use  to  identify  and  recommend  a solution  for  security  holes  in  their  networks. 

• Red  Shift  operates  from  one  computer,  and  is  designed  to  conduct  a risk  assessment  of  a specific  network  or  host  on  a 
continuous  basis,  24  hours  a day. 

• Red  Shift  evaluation  includes  a continuous  review  of  firewall  installations,  packet  filtering  or  application  level,  and  is 
capable  of  triggering  alarms  to  notify  systems  administrators  of  detected  weaknesses. 

• Red  Shift  may  also  be  placed  outside  a network  to  permit  systems  administrators  or  external  risk  assessment  personnel  to 
audit  access  security  into  a network. 


Charon  Secure  Remote  Access-  Expected  to  be  released  in  fall  1 996,  the  Charon  secure  personal  computer  access  product  will 
allow  remote  users  encrypted  access  to  an  organization's  servers  located  within  a private  network  and  protected  by  a firewall. 
Charcn  will  also  allow  a user  on  an  intranet  to  encrypted  access  to  the  sensitive  servers  located  behind  an  intranet  firewall. 

Clients 


Milky  way's  clients  include  the  following  companies: 

«.  U.S.  —Andersen  Consulting,  Loral  Space,  MasterCard,  and  Westinghouse 

* Canada-  -Alberta  Natural  Gas,  Cognos,  Corel,  Hummingbird,  i Star,  Mitel,  Ontario  Hydro,  Quebec  Telephone, 
Revenue  Canada  Transport  Canada,  and  Pratt  and  Whitney 
«.  Other  international  —NTT,  Ricoh,  Toshiba,  and  Fujitsu  in  Japan;  Derdict  Bank  and  ASKL  Bank  in  Belgium;  and 
Samsung  in  Korea 

Marketing  and  Sales 


Milky  way  Networks  conducts  targeted  marketing  programs,  including  public  relations  activities  with  respect  to  bot  i product 
initiatives  and  corporate  profiles,  direct  mail  campaigns,  telemarketing,  participation  in  trade  shows,  seminars,  and  advertising. 


The  company  recently  initiated  a Premier  Partner  channel  marketing  program  to  augment  the  traditional  distribution  channel 
with  delivery  mechanisms  to  provide  on-site  security  consultation,  risk  analysis,  installation,  and  technical  support. 


Milkyway  has  a direct  sales  force  to  market  its  products  to  large  organizations  (including  Fortune  500  companies,  t ducational 
institutions,  and  governments)  and  to  create  and  sustain  distributor  and  reseller  relationships. 


In  North  America,  the  company  has  established  reseller  and  distributor  relationships  with  various  vendors,  including  Sidus 
Systems,  Ameridata  Global  Canada,  i Star  Internet,  DigiDyne,  Nuvo  Network  Management,  and  Advantis  Canada.  In  Europe, 
Milkyway  has  reseller  relationships  with  Amdahl  Belgium  and  Proventum.  In  the  Asia/Pacific  region,  the  company  has 
concluded  a reseller  arrangement  with  Macnica  and  has  a worldwide  OEM  arrangement  with  Samsung  Electronics,  with 
exclusive  rights  for  South  Korea. 

Alliances 


Milkyway  Networks  has  a variety  of  content  and  distribution  alliances  to  promote  and  sell  its  products.  These  include  the 
following: 

• Macnica,  Inc.,  a Japanese  electronic  and  networking  systems  distributor,  and  Milkyway  Networks  have  a partnership  to 
provide  internetworking  solutions  in  Japan. 

• NETCOM  On-Line  Communication  Services,  Inc.  resells  Milkyway's  Black  Hole  firewall  as  part  of  a suite  of 
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customized  security  solutions.  The  agreement  also  provides  Milkyway  Networks  with  access  to  NETCOM  business 
customers. 

• Lande  Group,  AVCOM,  Racal-Datacom,  WIN  Laboratories,  and  Secure  Distribution  are  all  members  of  Milkyway's 
Premier  Partner  resellers  program. 

Competition 


Milkyway  Networks'  access  control  products  compete  with  offerings  from  America  Online's  Advanced  Network  and  Services 
subsidiary,  Checkpoint  Software  Technologies,  Raptor  Systems,  Secure  Computing,  Trusted  Information  Systems,  Momingstar 
Technologies,  Network  Systems,  Bellcore, 

V-One,  and  CyberGuard  Corporation. 


Milkyway  also  plans  to  develop  and  launch  transaction  control  security  products  in  the  future.  These  products  will  compete  with 
offerings  from  Open  Market,  Netscape,  CyberCash,  Digicash,  and  Net  Cheque. 


INPUT  Assessment 


Milkyway  Networks'  strengths  include: 


• A strong  international  presence  in  the  rapidly  growing  firewall  market 

• Partnership  with  NETCOM 

• Black  Hole  3.0  VPN  support  with  strong  key  management 

• UDP  as  well  as  TCP  support 

• Largest  number  of  proxies  supported 


Challenges  for  the  future  include  the  following: 


• Strong  competition  from  a variety  of  vendors 

• Releasing— and  gaining  user  acceptance  of— Red  Shift  and  Charon 

• Continuing  improvement  of  Black  Hole 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 


Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

05/01/1997 


Headquarters 

President: 

summary  into 

Gary  A.  Ampulski 

3 Hawthorn  Parkway 

Status: 

Division 

Suite  160 

Parent: 

Moore  Corporation  Limited 

Vernon  Hills,  IL  60061-1447 
U.S. 

Employees: 

1,000(12/1996) 

Phone:  Fax: 

(847)  367-3000  (847)  367-3005 

Revenue:  * 

$ 180.0  mil 

Company  Web  Site: 

http://www.moore.com 

Year  End 

Dec-1996 

Key  Points 


« Corporate  leaders  now  recognize  that  the  documents  they  send  to  their  customers  are  an 
important  source  of  customer  contact.  Attempting  to  make  these  documents  both  easy  to  read 
and  personalized  has  put  a strain  on  many  in-house  IS  departments. 

«.  Moore  Business  Communication  Services,  a North  American  unit  of  Moore’s  Customer 
Communication  Services  Division,  provides  information  processing  outsourcing  services, 
specializing  in  complex  document  production  and  mailing  projects. 

<,  Moore  Business  Communication  Services  has  established  strategic  business  units  to  focus  on 
identified  vertical  markets  including:  financial,  insurance,  health  care,  telecommunications, 
retail,  compliance,  business  recovery,  and  government. 

. The  Moore  sales  force  incorporates  product  knowledge  with  industry  expertise  to  pr  wide  the 
best  solution  for  its  clients’  outsourcing  needs. 

Company  Description 


Business  Communication  Services,  a unit  of  Moore,  is  one  of  the  largest  information  processing 
outsourcing  providers  in  North  America,  specializing  in  complex,  high-volume  customized  iocument 
mailing  applications  and  customized  prepaid  calling  card  programs. 

« The  main  document  types  are  statements,  booklets,  and  cards  (credit  cards,  prepaid  calling 
cards,  ID  cards,  etc.). 

« More  than  1,000  major  corporations  and  high-profile  government  agencies  in  the  U.3.  and 
Canada  use  the  unit’s  production  and  distribution  services. 

• Moore  Business  Communication  Services  is  a unit  of  Moore  Corporation  Limited,  within  its 
Customer  Communication  Services  Division. 

Moore  Corporation  is  a global  leader  in  providing  integrated  business  communications  products, 
services,  and  solutions. 

• Established  in  1882  in  Toronto,  Moore  has  approximately  19,000  employees  and  more  than 
100  production  facilities  serving  clients  in  50  countries. 

• Moore  Corporation  Limited  had  1996  sales  of  $2.5  billion  (U.S.). 

Organization  and  Structure 

Headquartered  in  Vernon  Hills  (near  Chicago,  IL),  Moore  Business  Communication  Services’ 
operations  include  the  following  functions: 
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• Sales 

• Marketing 

• Finance  and  Administration 

• Human  Resources 

• Operations  (U.S.  and  Canada) 

The  sales  organization  is  further  subdivided  into  the  following  industry-specific  strategic  business 
units  (SBUs).  Each  SBU  is  led  by  a Vice  President/General  Manager: 

• Financial 

• Insurance/Health  Care 

• Telecommunications 

• Retail 

• Compliance  & Government  Notification 

• Government 

• Business  Recovery 

Moore  Business  Communication  Services  has  five  North  American  information  processing  facilities. 

• The  facilities  are  in  Thurmont  (MD),  Windsor  (CT),  Logan  (UT),  Mundelein  (IL),  and 
Mississauga  (Ontario,  Canada). 

• These  facilities  provide  data  processing  and  electronic  printing  services  in  combination  with  a 
variety  of  lithographic  and  flexographic  printing,  finishing  capabilities,  and  mailing  services. 

Sales  offices  are  located  throughout  North  America,  concentrating  in  or  near  major  metropolitan 
areas. 


• As  part  of  Moore  Corporation,  the  unit  also  has  access  to  a research  and  development  center  in 
Grand  Island  (NY).  The  Moore  Research  Center  contains  electronic,  mechanical,  chemical,  and 
software  laboratories,  as  well  as  a fully  equipped  pilot  production  facility. 

• Moore  invests  nearly  $30  million  annually  in  research  and  development  efforts. 

Unit  Strategy 

Employing  over  250  programmers,  project  managers,  and  electronic  forms  composers,  Moore 
Business  Communication  Services  has  the  human  resources  needed  to  handle  application-level 
document  reengineering  projects  that  are  beyond  the  capabilities  of  in-house  IS  departments. 

• With  the  average  IS  development  backlog  in  corporations  and  government  agencies  now  being 
measured  in  hundreds  of  man-years,  Moore’s  Business  Communication  Services  unit  provides 
an  alternative  to  executives  previously  faced  with  the  choice  of  either  doing  everything  in- 
house  or  outsourcing  the  entire  IS  department. 

• Moore’s  cycle  time  advantage,  which  allows  changes  to  be  implemented  quickly,  makes  these 
organizations  far  more  competitive  or  efficient. 

This  large  unmet  need  in  the  marketplace,  coupled  with  the  operational  capabilities  of  Moore 
Business  Communication  Services,  supports  Moore’s  strategy  as  a global  leader  in  providing 
integrated  business  communication  products,  services,  and  solutions  that  create  efficiency  and 
enhance  competitiveness  for  customers. 

Financials 
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In  1996,  the  Customer  Communication  Services  Division  of  Moore  reported  worldwide  revenue  of 
$522  million  and  North  American  revenue  of  $405  million. 

INPUT  estimates  that  the  Business  Communication  Services’  1996  North  American  revenue  was 
more  than  $180  million,  with  growth  in  excess  of  25%  over  1995  levels. 

Market  Financials 


Moore  Business  Communication  Services  provides  IS  outsourcing  services  to  various  industries, 
including  finance,  insurance/  healthcare,  telecommunications,  government,  compliance,  and  retail. 


Geographic  Markets 


The  majority  of  Moore  Business  Communication  Services’  revenue  is  derived  from  North  America. 


The  company’s  North  American  market  encompasses  the  top  50  North  American  metropolitan  areas. 

Employees 

Moore  Business  Communication  Services  has  1,200  employees  in  North  America,  including  1,000 
employees  in  the  U.S. 

Key  Products  and  Services 

Moore  Business  Communication  Services  provides  the  following  services: 

i.  Complete  outsourcing  of  statement  and  booklet  reengineering  and  production 
«,  Compliance  document  production  and  reporting  (1099s,  W-2s,  1098s,  T4s,  T5s) 

«,  Loyalty  programs  that  integrate  card  services  and  database-driven  messaging  within 
statements/coupons 
» Telecommunication  billing 

«.  Prepaid  telephone  calling  card  production  and  fulfillment  services 
» Print  and  mail  business  recovery  services 

* Electronic  storage  and  display  of  exact  statement  images  (CD  ROM  or  on-line) 

«.  Internet  statement  delivery 

Client  organizations  transmit  or  mail  transaction  output  files  to  the  Moore  Business  Communication 
Services  information  processing  facilities.  Moore  personnel  transform  the  data  from  raw  computer 
output  into  attractive  documents  that  are  dehvered  in  paper  form  to  households  and  businesses  at 
the  lowest  possible  postage  rates  or  through  the  Internet,  or  both. 

« In  the  past  12  months,  the  five  Moore  Business  Communication  Services  facilities  processed 
client  data  files  containing  more  than  15  billion  transaction  records,  electronically  printed  this 
information  onto  1.4  billion  sheets  of  paper,  and  produced  more  than  450  million  first-class 
mail  packages  that  were  dehvered  in  the  U.S.  and  Canada. 

» In  the  first  two  months  of  1997,  more  than  100  million  interest  and  payroll  reporting 

documents  (1099s  and  W-2s  in  the  U.S.;  T4s  and  T5s  in  Canada)  were  processed,  electronically 
printed,  and  mailed  from  Moore  Business  Communication  Services  facilities  in  Maryland, 
Utah,  Illinois,  Connecticut,  and  Ontario  (Canada). 

Moore’s  Business  Communication  Services  unit  provides  a complete  document  processing  and 
enhancement  service,  including  total  project  management,  consultation  on  improved  document 


http://www.input.com/vaps/vaps_profile.cfm7COMPANY_ID-102 


3/16/99 


INPUT  Vendor  Profile  - Moore  Business  Communication  Services 


Page  4 of  5 


readability,  loyalty  program  design,  data  file  reformatting  and  merging,  postage  discount 
optimization,  forms  printing,  variable  electronic  printing,  inserting,  and  mailing. 

• The  two  hub  facilities  in  the  U.S.  are  United  States  Postal  Service  (USPS)  Detached  Mail 
Units,  allowing  postal  service  employees  to  accept  pallets  of  mail  directly  from  Moore 
employees. 

• On  a 24-hour  basis,  these  postal  employees  load  USPS  mail  trucks  with  these  pallets  for 
delivery  to  the  nearest  Processing  and  Distribution  Facility  or  directly  to  airports. 

Moore  has  acquired,  through  internal  development  and  licensing,  a PC-based  product  that  provides 
clients  with  direct  access  to  historical  documents  stored  in  databases  on  either  CD  ROM,  optical  disk, 
or  on-line  servers.  On-line  access  includes  both  dial-up  and  Internet  delivery. 

Computer  Hardware  and  Software 

The  Moore  Business  Communication  Services  facilities  use  state-of-the-art  commercial  and 
proprietary  technology. 

• Moore  currently  uses  the  latest  IBM  mainframes  in  its  data  centers  to  support  client  data 
processing  needs.  These  mainframes  have  processors  attached  for  the  termination  of  direct- 
connect  fines  to  client  CPUs. 

• The  use  of  VTAM  and  NCP  software  allows  Moore  to  connect  to  clients  as  a Remote  Job  Entry 
node.  Moore  can  support  bisynch  or  SDLC  connections  into  each  center.  The  company  can  also 
support  leased  or  dial-up  fines,  depending  upon  the  volume  and  the  frequency  of  any  client 
transmission. 

• UNIX  emulation  packages,  TCP/IP  (transmission  control  protocol  and  Internet  protocol), 
frame  relay,  DEC  SNA  gateways,  and  various  routers  and  gateways  have  also  been  employed 
to  establish  connections. 

• In  addition  to  commercially  available  software,  Moore  has  installed  client-proprietary  software 
for  the  transmission  of  files. 

Clients 

The  unit  has  more  than  1,000  clients. 

A sample  of  clients  includes:  Aetna  Heathcare,  American  Funds,  Bank  of  America,  Bank  One, 
Chrysler  Financial,  Citibank,  Commercial  Federal  Mortgage  Corporation,  Eli  Lilly,  Federal  Express, 
J.C.  Penney,  John  Hancock,  Intuit  Corporation,  United  Healthcare,  and  various  U.S.  federal,  state, 
and  local  government  agencies. 

Marketing  and  Sales 

Moore  Business  Communication  Services  markets  its  services  through  a direct  sales  force  of 
approximately  100  in  North  America. 

Alliances 


Moore  Business  Communication  Services  has  alfiances/agreements  with  various  vendors,  including 
the  following: 

• In  June  1997,  Moore  Business  Communication  Services  will  announce  an  alliance  for  Internet 
document  delivery  capabilities  with  Bluegill  Technologies.  The  system  permits  households  to 
be  notified  via  Internet  e-mail  that  their  statement  is  ready  for  viewing. 

• In  April  1997,  Moore  Business  Communication  Services  announced  an  alliance  with  Siegel  & 
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Gale,  an  international  strategic  marketing  firm.  The  alliance  permits  Siegel  & Gale  to  offer 
document  redesign  and  simplification  consulting  services  to  companies  that  outsource 
document  production  and  mailing  to  Moore. 

• In  May  1996,  Moore  Business  Communication  Services  and  SunGard  Recovery  Services 
announced  a comarketing  agreement  similar  to  the  one  announced  earlier  with  CDRS. 

• In  April  1996,  Moore  Business  Communication  Services  and  Comdisco  Disaster  Recovery 
Services  (CDRS)  announced  a joint  marketing  agreement  whereby  CDRS’s  customers  will  be 
able  to  use  Moore’s  print  and  mail  business  recovery  services  to  process  critical  mail 
communications,  such  as  accounting  statements,  checks,  and  other  essential  business 
documents,  in  the  event  of  a disaster. 

• In  March  1996,  Moore  formed  a strategic  partnership  with  Aetna  for  the  outsourcing  of 
Aetna’s  print  management  requirements.  Moore  purchased  the  assets,  retained  the  employees, 
and  integrated  the  Aetna  facility  within  its  operations.  Moore’s  BCS  unit  operates  all 
electronic  printing  and  finishing  equipment  in  the  facility  while  its  MGS  unit  is  responsible  for 
the  commercial  printing. 

Assessment 

Moore  Business  Communication  Services’  strengths  include  its  excellent  responsiveness  to  customer 
requests,  as  well  as  having  traditional  printing,  electronic  printing,  data  processing,  finishing,  and 
distribution  all  under  one  roof. 

The  unit’s  key  challenge  over  the  coming  year  is  to  expand  its  loyalty  program  offering  to  all  vertical 
markets  and  to  add  electronic  payment  capabilities  to  its  Internet  statement  delivery  product. 

Parent  Company 

Moore  Corporation  Limited 
1 First  Canadian  Place 
Toronto,  Ontario 
Canada  M5X  1G5 
Phone:  (416)  364-2600 
Fax:  (416)  360-4767 

For  INPUT  Hotline  Support,  submit  e-mainoliotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Moore  Customer  Communication  Services 


UPDATED: 

07/01/1998 


1 Conway  Plaza 
Suite  240 

Lakeforest,  IL  60057-1447 
U.S. 


Phone: 

(847)615-5700 

Company  Web  Site: 

http  ://www. moore.com 


Headquarters 


Fax: 

(847)615-5755 


President: 

Status: 

Parent: 

Employees: 

Revenue: 


Summary  Info 

Tom  McKiernan 
Subsidiary 

Moore  Corporation  Ltd. 
3,000(12/1997) 

$ 630.0  mil 


Year  End 


Dec-1997 


Key  Points 


• Corporate  leaders  now  recognize  that  attracting  and  retaining  customers  requires  an  integrated  communicatio 
program  that  delivers  personalized  messages  through  multiple  channels.  Market  research  has  proven  that 
delivering  the  same  message  in  a consistent  fashion  through  multiple  communication  channels  dramatically 
improves  the  effectiveness  of  the  message. 

• Moore’s  Customer  Communication  Services  Division  provides  outsourcing  services  that  integrate  database 
modeling,  direct  mail,  customized  statements  and  outbound  telemarketing  to  help  corporations  worldwide  attr 
new  customers  and  retain  existing  customers. 

• Moore  operates  20  different  document  processing,  database  modeling  and  telemarketing  facilit  ies  in  12  differe 
countries.  In  1997,  Moore  conducted  over  3 million  phone  conversations  and  produced  over  2.5  billion  documen 
on  behalf  of  it’s  corporate  clients  from  these  facilities.  These  highly  personalized  documents  and  phone 
conversations  resulted  in  significant  improvements  in  customer  acquisition  and  retention  level  s for  Moore’s 
clients. 

• The  Moore  sales  force  focuses  on  selling  complete  communication  programs  that  are  project  ms  naged  by  Moore 
personnel  on  an  outsource  basis. 

Division  Description 

• Customer  Communication  Services,  a division  of  Moore,  is  one  of  the  largest  communication  pi  ogram  outsourci 
providers  in  the  world.  This  division  has  successfully  integrated  the  production  of  customized  c ocuments  with 
other  communication  channels  in  which  the  same  database  is  used  to  select  the  right  message  for  the  right 
customer  at  the  right  time.  Modes  of  communication  include  direct  mail,  reengineered  stateme  nts,  outbound 
phone  calls  and  the  Internet. 

• More  than  2,000  major  corporations,  non-profit  organizations  and  advertising  agencies  in  14  ct  untries  use  the 
division’s  program  strategy,  database  modeling,  creative  services,  or  production  services  to  improve  performan 
in  both  acquiring  and  retaining  customers. 

The  Parent  Company 

• Moore  Corporation  is  a global  leader  in  providing  integrated  business  communi-cations  products,  services,  and 
solutions. 

• Established  in  1882  in  Toronto,  Moore  has  approximately  20,000  employees  and  more  than  100  production 
facilities  serving  clients  in  47  countries. 

• Moore  Corporation  Limited  had  1997  sales  of  $2.6  billion  (U.S.).  Approximately  one-third  of  Moore  s revenues 
came  from  its  Customer  Communication  Services  product  line.  The  remaining  two-thirds  were  produced  from  t 
business  forms  and  business  equipment  product  lines. 

Organization  and  Structure 


• Headquartered  in  Lake  Forest,  IL  (near  Chicago,  IL),  the  Customer  Communication  Services’  Division  includes 
the  following  capabilities: 
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• Program  strategy  consultation 

• Database  warehousing  and  modeling 

• Statement  and  direct  mail  creative  design 

• Script  design  for  outbound  teleserving 

• Telemarketing  call  centers 

• Statement  re-engineering  centers 

• Complete  document  production  facilities 

Physical  Locations 

• Dedicated  statement  re-engineering  and  production  facilities  in  the  U.S.  are  in  Thurmont  (MD),  Windsor  (CT), 
Logan  (UT),  and  Mundelein  (IL).  Outside  the  U.S.,  dedicated  statement  facilities  are  in  Mississauga  (Ontario, 
Canada)  Milan  and  Rome  (Italy)  and  Amsterdam  (Holland). 

• Dedicated  direct  mail  production  facilities  in  the  U.S.  are  in  Green  Bay  and  DePere  (WI).  Outside  the  U.S., 
facilities  are  located  in  Cosne-sur-Laoire  (France),  Vastervik  (Sweden),  and  Erembodegem  (Belgium). 

• Integrated  facilities  that  handle  both  direct  mail  and  statement  outsourcing  are  located  in  Montreal  (Quebec, 
Canada),  San  Paulo  (Brazil),  and  Mexico  City  (Mexico). 

• Telemarketing  and  database  modeling  services  are  delivered  from  offices  in  Bath  (England,  UK),  Farmington 
(MI),  Logan  (UT)  and  Green  Bay  (WI). 

Research  and  Development 


• As  part  of  the  Moore  Corporation,  this  division  also  has  access  to  a research  and  development  center  in  Grand 
Island  (NY).  The  Moore  Research  Center  contains  electronic,  mechanical,  chemical,  and  software  laboratories, 
well  as  a fully  equipped  pilot  production  facility. 

• Moore  invests  nearly  $30  million  annually  in  research  and  development  efforts. 

Division  Strategy 

• Moore  offers  improved  customer  retention  and  acquisition  performance  and  under  certain  circumstances,  will 
guarantee  improvement  through  a high  reward,  low  risk  revenue  sharing  formula. 

• Using  it’s  heritage  as  a world  class  business  forms  printer,  Moore  can  offer  a complete  document  based  busines 
customer  communication  program  integrated  with  state  of  the  art  database  modeling  and  telemarketing  servic 

• With  worldwide  staffing  of  over  1000  strategists,  programmers,  project  managers,  and  document  designers,  Mo 
Customer  Communication  Services  has  the  human  resources  needed  to  handle  the  re-engineering  of  large  seal 
integrated  customer  communication  programs. 

• Moore’s  Customer  Communication  Services  Division  provides  an  alternative  to  marketing  executives  who 
previously  were  faced  with  the  choice  of  either  doing  everything  in-house  or  outsourcing  individual  portions  of 
their  customer  acquisition  and  retention  program  to  multiple  vendors. 

• Moore’s  cycle  time  advantage,  which  accelerates  both  implementation  and  change  to  large  scale  integrated 
programs,  makes  Moore’s  clients  far  more  competitive  or  efficient  in  the  way  the  acquire  and  retain  customers. 

• This  large  unmet  need  in  the  marketplace,  coupled  with  the  operational  capabilities  of  Moore’s  Customer 
Communication  Services,  supports  Moore’s  strategy  as  a global  leader  in  providing  integrated  business 
communication  products,  services,  and  solutions  that  create  efficiency  and  enhance  competitiveness  for  Moore’ 
clients. 

Financial  Overview 

• The  Customer  Communication  Services  Division  of  Moore  reported  1997  North  American  revenue  of  over  $400 
million,  a 10%  increase  over  1997.  Global  revenues  grew  10%  and  reached  $630  million  in  1997. 

Markets  Served 


• Moore  Customer  Communication  Services  provides  outsourcing  services  to  various  vertical  markets  including 
finance,  insurance,  healthcare,  publishing,  telecommunications,  automotive,  and  grocery  retail.  Geographic 
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markets  include  the  United  States,  Canada,  Mexico,  Western  Europe,  Brazil,  Venezuela,  Australia  and  New 
Zealand. 

Employees 


• Moore  Customer  Communication  Services  has  more  than  3000  employees  in  the  geographic  markets  it  serves. 


Detailed  Service  Description 


• During  strategy  development,  Moore  personnel  segment  a client  s database  and  propose  appropriate  messagin 
and  media  combinations  matched  to  segment  demographics.  When  agreement  is  reached  on  overall  strategy, 
Moore  begins  simultaneously  redesigning  the  statement,  creating  attractive  direct  mail  pieces,  constructing 
telemarketing  scripts  and  building  overall  data  handling  procedures. 

• Strategy  execution  begins  with  regularly  scheduled  deliveries  and/or  transmissions  of  billing  data  and  custome 
file  updates  to  the  Moore  information  processing  facilities.  Moore  personnel  update  the  marketing  database  wi 
current  spending  patterns  and  continually  refine  the  segmentation. 

• With  each  update  cycle,  personalized  documents  and/or  out  bound  telephone  calls  are  directed  to  the  targeted 
audience  to  either  acquire,  retain  or  grow  the  client  relationship.  Multiple  tactics  are  employed  to  test  each  cell 
reaction  to  both  the  message  and  the  combined  effects  of  multiple  communication  channels. 

• The  continual  testing  of  various  messages,  media  and  timing  combinations  versus  control  groups  leads  to  the 
optimum  mixture  that  yields  the  highest  return  on  investment  of  marketing  dollars. 

• To  give  clients  up  to  the  minute  status  information  on  document  production,  Moore  has  acquired,  through  mte 
development  and  licensing,  a PC-based  Internet  compatible  product  that  provides  clients  with  direct  access  to  j 
status  databases  located  in  the  production  facilities. 

Integrated  Customer  Acquisition  and  Retention 


Updates 


Acquisition 

Targets_^V 


Predictive  — 
Behavior  Modeling 


Client  Site 


Marketing 

Database 


1.  Transmission  of  Data 


Chum  Reduction 
Phone  Conversations 


Pay  Bill,  Spend  More 
Sign/Renew  Contract 


Households 


Electronic 

Documents 


E-Bills  & 
E -Letters 


2.  Manufacture  Bids  & Letters 

reformat  and  hygiene  data 
■merge  with  personated  mess  ages 
■Mtho  print  form 

•electronically  print  variable  data 
■fold  and  insert  document 
•update  Internet  server 


3.  Distribute  Bids  & Letters 
•deliver  paper  documents  to  USPS 
•deliver  e-mail  documents  on-line 


Invoices  and  letters 


Service 


Source:  Moore  Customer  Communication  Serv 
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Computer  Hardware  and  Software 


• The  Moore  Customer  Communication  Services  facilities  use  state-of-the-art  commercial  and  proprietary 
technology. 

• Moore  currently  uses  the  latest  IBM  mainframes  in  its  data  centers  to  support  document  processing  needs.  Or 
is  the  database  management  tool  of  choice  for  servers,  database  modeling,  Internet  Commerce  and  presentatio 
telemarketing  scripts. 

Clients 

• A sample  of  clients  includes:  AT&T,  Airtouch  Wireless  Communications,  Bank  of  America,  Bank  One,  Chrysler 
Financial,  Citibank,  DHL,  Fingerhut,  Ford  Credit,  and  Ford  Motor  Company. 

Marketing  and  Sales 

• Moore  Customer  Communication  Services  markets  its  services  through  a direct  sales  force  of  approximately  25 
North  America,  Europe,  Latin  America  and  Asia. 

Alliances  and  Acquisitions 

• Moore  Customer  Communication  Services  has  relationships  with  various  companies,  including  the  following: 

• In  June  1997,  Moore  announced  an  alliance  for  Internet  document  delivery  capabilities  with 
Bluegill  Technologies.  A customized  version  of  the  Bluegill  system  permits  Moore  to  notify 
households  via  Internet  E-mail  that  their  statement  is  ready  for  viewing  and  printing. 

• In  April  1997,  Moore  Business  Communication  Services  announced  an  alliance  with  Siegel  & Gale, 
an  international  strategic  marketing  firm.  The  alliance  permits  Siegel  & Gale  to  offer  document  re- 
design consulting  services  to  companies  that  outsource  document  production  and  mailing  to  Moore. 

• In  April  1996,  Moore  Corporation  acquired  NEPS,  a New  Hampshire-based  systems  integrator  and 
software  provider,  well-known  in  the  insurance  industry.  NEPS  is  now  a primary  subcontractor  to 
Moore  Business  Communication  services  for  industry  specific  application  development. 

• In  April  1996,  Moore  and  Comdisco  Disaster  Recovery  Services  (CDRS)  announced  a joint  marketing 
agreement  whereby  CDRS’  customers  can  use  Moore’s  print  and  mail  business  recovery  services  to 
process  critical  mail  communications,  such  as  accounting  statements,  checks,  and  other  essential 
business  documents  in  the  event  of  a disaster. 

• In  June  1997,  Moore  formed  an  alliance  with  EPS  (Electronic  Printing  Services)  of  Milwaukee,  WI. 
to  produce  sate-of-the-art  high  quality  service  reminders  for  the  automotive  dealer  marketplace. 

• In  March  1997,  Moore  acquired  Phoenix  Technology  Group  of  Farmington  Hills,  MI.  This  world 
class  teleservicing  and  database  marketing  organization  has  proven  success  with  customer  retention 
programs  in  the  automotive,  telecommunication  and  financial  markets. 


Assessment 


• Moore  Customer  Communication  Services’  strengths  include  its  ability  to  quickly  implement  large  scale  integr 
customer  communication  programs  which  can  be  easily  modified  as  market  conditions  change.  Moore’s  unique 
position  as  a single  source  provider  for  database  marketing,  statement  re-engineering,  teleservicing  and 
customized  direct  mail  give  it  a significant  cycle  time  advantage  over  its  competition. 


Parent  Company 

Moore  Corporation  Limited 
1 First  Canadian  Place 
Toronto,  Ontario 
Canada  M5X  1G5 
Phone:  (416)  364-2600 
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NCR  Corporation 


UPDATED: 

02/25/1998 


Headquarters 


President/CEO: 


Summary  Info 

Lars  Nyberg 


1700  South  Patterson  Boulevard 
Dayton,  OH  45479 
United  States 


Status: 

Parent: 

Employees: 

Revenue: 


Public 


Phone: 

(937)  445-5000 

Company  Web  Site: 

http://www.ncr.com 


Fax: 


38,300(12/1996) 
$ 6,505.0  mil 


Year  End 


Dec-1998 


Capability  Profiles 


CAPABILITY 

Business  Continuity  Services 
Digital  Money  Services 


REGION 

U.K. 

U.S. 


Key  Points 


*»  The  goal  of  NCR  (formerly  AT&T  Global  Information  Solutions)  is  to  be  a world-class  provider  of  commi  rcial,  open 
computing  systems  for  high-availability  transaction  processing  and  scalable  data  warehousing  solutions  to  customers  in 
all  industries,  as  well  as  using  its  expertise  to  provide  IT  solutions  to  the  retail,  financial,  and  communications 
industries. 

«<  In  September  1 995,  NCR  announced  a restructuring  with  the  goal  of  creating  a more  focused  and  efficient  business. 
Among  other  considerations,  the  plan  included  structuring  the  company  along  five  functional  groups  and  f. icusing  on  its 
three  industry  areas  of  expertise-retail,  financial,  and  communications. 

o After  posting  a $29  million  operating  profit  in  the  third  quarter  of  1996,  NCR  is  showing  a year-to-date  operating  profit 
of  $3  million,  which  is  $589  million  better  than  the  same  period  last  year. 

« In  January  1996,  the  company  changed  its  name  back  to  NCR  Corporation  in  anticipation  of  being  spun  off  to  AT&T 
shareholders  by  January  1997  as  an  independent,  publicly  traded  company. 


o In  September  1996,  NCR  filed  a preliminary  stock  registration  with  the  Securities  and  Exchange  Commission  covering 
AT&T's  planned  spin-off  of  NCR. 


NCR  provides  a range  of  computer  systems  and  products;  associated  maintenance/support;  and  consulting,  engineering, 
integi  ation,  and  implementation  professional  services  to  clients  worldwide. 

» NCR's  goal  is  to  be  a world-class  provider  of  commercial,  open  computing  systems  for  high-availability  tnnsaction 
processing  and  scalable  data  warehousing  solutions  to  customers  in  all  industries. 

« NCR  also  seeks  to  take  advantage  of  its  expertise  and  market  presence  in  the  retail,  financial,  and  communications 
industries  to  provide  specific  information  technology  solutions  to  customers  in  these  targeted  industries. 

u NCR's  systems  and  solutions  are  supported  by  its  Customer  Support  Services  and  Professional  Services  offerings,  and  its 
Systemedia  business,  which  develops,  produces,  and  markets  a complete  line  of  consumable  and  media  products. 

NCR's  offerings  cover  a range  of  its  customers'  IT  needs,  including: 

• Consumers'  interaction  and  data  collection,  with  products  including  point-of-sale  workstations,  bar-code  scanning 
equipment,  and  self-service  devices  such  as  ATMs 

» Data  processing,  with  NCR's  high-availability  transaction  processing  solutions 

• Data  storage,  manipulation,  and  usage,  with  NCR's  Teradata  relational  database  management  system  and  scalable  data 
warehousing  offerings 

• NCR's  computing  platforms  and  associated  products  span  midrange  servers,  massively  parallel  processing  computer 
systems,  computer  network  servers  and  software  systems,  imaging  and  payment  systems,  workstations  and  peripherals, 
business  forms,  ink  ribbons,  customized  paper  rolls,  and  other  consumable  supplies  and  processing  media. 

• NCR's  Worldwide  Customer  Support  Services  and  Professional  Services  include  hardware  maintenance,  software 


Company  Description 
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maintenance,  data  warehousing  service  offerings,  end-to-end  networking  service  and  design,  and  the  implementation, 
integration,  and  support  of  complex  solutions. 


NCR  has  operated  as  a wholly  owned  subsidiary  of  AT&T  since  September  1991. 


• Pursuant  to  a restructuring  announced  by  AT&T  in  September  1995,  AT&T  has  split  into  three  separate  companies: 
NCR,  Lucent  Technologies,  and  the  continuing  AT&T.  Earlier  this  year.  Lucent  was  separated  from  AT&T  through  a 
public  offering  of  Lucent  common  stock. 

• NCR  is  expected  to  be  spun  off  as  a separate  public  company  by  the  end  of  1 996,  with  AT&T  shareholders  receiving 
one  share  of  NCR  common  stock  for  each  16  shares  of  AT&T  common  stock.  No  holder  of  AT&T  common  stock  will 
be  required  to  make  any  payments  or  surrender  any  shares  of  AT&T  common  stock  in  connection  with  this  tax-free 
distribution. 

• Subsequent  to  the  spin-off,  NCR's  shares  will  be  traded  on  the  New  York  Stock  Exchange. 

The  series  of  changes  to  NCR's  business  strategy  and  management  model  initiated  during  1 993  (including  targeting  four 
additional  industries  in  which  the  company  did  not  have  significant  prior  presence  and  implementing  a complex  matrix 
management  organization)  did  not  work  as  planned.  NCR  recorded  significant  losses  and  declining  revenue  in  several  of  its 
traditionally  strong  markets. 

In  June  1995,  Lars  Nyberg  was  hired  as  CEO  to  assess  the  NCR  business,  to  prepare  a turnaround  plan,  and  to  restore  the 
company  to  competitive  levels  of  profitability. 

In  September  1995,  NCR  announced  a restructuring  of  the  company  with  a goal  of  creating  a more  focused  and  efficient 
business  based  on  five  key  initiatives:  focus,  accountability,  expense  level  reduction,  process  improvements,  and  a sense  of 
urgency. 


• Focus  —A  key  component  of  NCR's  recovery  strategy  was  to  focus  the  company  on  its  areas  of  strength.  Specifically, 
the  company: 

o Reduced  its  focus  from  six  industries  to  three  (retail,  financial,  and  communications) 

o Exited  the  PC  manufacturing  business  and  eliminated  sales  of  PCs  through  high-volume  indirect  channels  and 
set  up  an  OEM  arrangement  to  source  a significantly  reduced  volume  of  PCs  primarily  sold  as  part  of  a total 
solution  in  the  areas  of  financial  branch  automation  or  point-of-sale  systems 
o Targeted  midrange  to  large  systems  in  its  computer  business,  specifically  focusing  on  solutions  such  as  scalable 
data  warehousing  and  high-availability  transaction  processing  to  clients  across  industries 
o Targeted  the  Customer  Support  Services  and  Professional  Services  businesses  as  areas  of  further  investment 
and  incorporated  them  into  the  offerings  of  other  business  units 

• Accountability  —A  revised  business  management  model  was  implemented  as  part  of  the  recovery  plan. 

o Five  business  units  were  put  in  place  and  given  full  accountability  to  determine  the  strategy  for  their  offerings 
and  industries,  develop  the  marketing  and  product  programs  required  by  NCR  customers  and  the  company's 
sales  force,  and  determine  overall  resource  allocations. 

o The  three  geographic  sales  regions  were  given  responsibility  for  executing  the  strategies  developed  by  the 
business  units  and  managing  the  sales  and  service  activities  in  their  respective  locations. 

• Expense  Level  Reduction  —A  significant  reduced  expense  structure  was  designed  and  implemented.  The  plan  includes 
consolidating  facilities  globally;  reducing  the  number  of  employees  (including  contractors)  by  approximately  8,500;  and 
reducing  selling,  general,  and  administrative  expenses. 

• Process  Improvements  —NCR  has  implemented  process  improvement  initiatives  to  address  structural  issues  within  the 
company,  including  a revised  sales  process  focusing  on  solutions  to  customers'  problems,  increased  sales  productivity, 
and  improved  focus  on  customers;  revised  support  services  processes;  and  modified  pricing  processes  and  compensation 
plans. 

• Sense  of  Urgency  —NCR  has  set  an  objective  of  break-even  operating  results  in  1996,  as  compared  to  the  operating 
loss  (excluding  restructuring  and  other  charges)  of  $722  million  in  1995.  This  plan  helps  to  focus  the  entire  organization 
on  the  magnitude  of  improvement  required. 

Organization  and  Structure 


NCR's  Leadership  Team,  which  sets  the  vision,  mission,  and  direction  for  the  company,  is  summarized  below: 

NCR  Leadership  Team 


Name 

Title 

Lars  Nyberg 

Chairman  and  CEO 

Bill  Eisenman 

Computer  Systems  Group 

Bob  Carpenter 

Worldwide  Services 

Tony  Fano 

Retail  Systems  Group 
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Per-Olof  Loof 

Financial  Services  Group 

Dan  Enneking 

Systemedia  Group 

Ray  Carlin 

The  Americas  Region 

Hideh  Takahashi 

Asia/Pacific  Region 

Jose  Luis  Solla 

Europe  & Middle  East/Africa  Region 

Rob  Davis 

Global  Quality 

John  Giering 

Global  Human  Resources  and  Corporate  Strategy 

Jon  Hoak 

Law  Department 

Mike  Tarpey 

Public  Relations 

Dennis  Roberson 

Technology 

Alice  Lusk 

Worldwide  Professional  Services  and  IS  Operations 

NCR  is  currently  organized  into  five  business  units  that  work  with  one  another  in  a matrix  environment  that  balances  product 
and  industry  responsibilities. 


• The  Computer  Systems  Group  provides  computer  systems  and  software.  Its  Communications  Industry  Business  unit 
provides  data  warehouse  and  decision  support  solutions  to  the  telecommunications  industry. 

• The  Retail  Systems  Group  provides  end-to-end  solutions  for  the  food,  general  merchandise,  and  hospitality  segments. 

• The  Financial  Systems  Group  provides  financial  delivery  systems,  relationship  banking  data  warehousing  solutions, 
and  payment  systems/item  processing  to  the  financial  services  industry. 

• Worldwide  Services  provides  customer  support,  systems  integration,  and  professional  services.  NCR  has  announced 
plans  to  divide  the  current  Worldwide  Services  organization  into  two  business  units,  and  to  combine  NCR's  internal 
information  systems  organization  with  the  Professional  Services  business.  This  will  create  a sixth  business  unit, 
Professional  Services  and  Information  Systems,  some  time  in  early  1997. 

u The  Systemedia  Group  provides  consumable  and  media  products  for  information  systems. 

Each  business  unit  works  closely  with  NCR's  three  regional  sales  groups-Americas,  Europe/Middle  East/Africa,  and 

Asia/Pacific. 

NCR  currently  has  1,100  offices  and  3 1 development  and  manufacturing  locations  in  more  than  130  countries. 

Company  Strategy 


NCR  management  believes  that  the  actions  taken  since  September  1995  were  only  the  first  steps  in  NCR's  business  turnaround 
plan.  NCR's  current  business  plan  for  revenue  growth  focuses  on  three  basic  components: 

The  Level  of  Resources  To  Be  Deployed 

NCR  is  aiming  for  relatively  flat  headcount  levels  and  modest  expense  growth  over  the  next  five  years.  With  the  ci  rrent 
headi  ount  level,  NCR's  objective  is  generally  to  reduce  the  headcount  dedicated  to  overhead  functions  and  increasi : headcount  in 
areas  that  directly  support  the  development,  sale,  and  delivery  of  products,  services,  systems,  and  solutions  to  NCP 's  customers. 

NCR  will  continue  to  make  investments  in  research  and  development  in  product  and  service  areas  that  allow  the  company  to 
rema  n competitive. 

The  Processes  Through  Which  the  Company  Manages  the  Business 

NCR  intends  to  continue  to  invest  in  improving  the  core  operational  processes  that  support  the  business. 

Specific  activities  have  begun  and  are  in  the  deployment  phase  to  improve  two  fundamental  company  processes— the  worldwide 
sales  process  and  the  support  services  process— to  drive  continued  productivity  improvements  over  the  next  several  years. 

The  Market  Opportunities  To  Be  Pursued 

NCR  is  focusing  on  increasing  revenue  by  taking  advantage  of  opportunities  created  by  three  trends:  rising  consumer 
prominence,  business  globalization,  and  continuing  advances  in  information  technology. 

NCR  expects  that  increasing  demands  by  individuals  for  information  will  require  an  expanding  supply  of  relevant  data  for 
businesses  that  serve  and  conduct  transactions  with  consumers.  NCR  believes  that  the  retail,  financial,  and  communications 
industries  can  productively  leverage  information  technology  to  better  serve  consumers  and  offer  new  products. 
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• NCR's  experience  and  presence  in  all  regions  of  the  world  can  provide  customers  entering  into  global  markets  with 
market  understanding  and  organizational  knowledge. 

• NCR  is  focusing  on  helping  its  customers  apply  information  technology  to  address  their  critical  business  issues.  NCR's 
offerings  are  targeted  both  at  the  point  of  transaction  (such  as  point  of  sale,  point  of  financial  exchange,  or  point  of 
access)  and  at  the  point  of  storage  and  retrieval  of  large  volumes  of  data  from  transaction  systems  or  other  operational 
systems. 

• NCR  expects  to  shift  its  primary  focus  from  delivering  hardware  products  to  providing  solutions,  including  systems, 
software,  services,  and  supplies. 

• NCR  management  believes  that  opportunities  exist  to  increase  revenues  in  all  its  businesses  at  competitive  rates  over  the 
next  few  years  in  the  three  key  industry  segments  targeted  and  in  the  scalable  data  warehousing  and  high-availability 
transaction  processing  areas. 

Go-to-Market  Strategy 


Key  market  areas  NCR  intends  to  continue  to  develop  include: 


• Retail,  financial,  and  communications  vertical  markets 

• Cross-industry  scalable  data  warehousing 

• Cross-industry  high-availability  transaction  processing 

Financials 


NCR's  1995  revenue  was  $8.16  billion,  a 4%  decrease  from  $8.46  billion. 


A five-year  financial  summary  is  shown  on  the  following  page. 


NCR  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$8,162 

$8,461 

$7,265 

$7,139 

$7,246 

• Percent  change  from 

(a) 

16% 

previous  year 

(4%) 

2% 

(1%) 

N/A 

Income  (loss)  before  taxes 

$(2,416) 

$(16) 

$(280) 

$255 

$104 

• Percent  change  from 

(b) 

* 

previous  year 

94% 

210% 

145% 

N/A 

Net  income  (loss) 

$(2,280) 

$(203) 

$(1,287) 

$98 

$(283) 

• Percent  change  from 

previous  year 

(891%) 

84% 

* 

135% 

N/A 

* Percent  change  exceeds  1,000%. 

(a)  Includes  an  additional  month  of  international  revenue  of  $223  million  due  to  a change  in  the  fiscal  year  end  of  NCR's 
international  operations  from  November  30  to  December  31. 

(b)  Includes  approximately  $1.65  billion  ($1.4  billion  after  taxes)  of  restructuring  and  other  charges  after  taxes. 

Net  losses  for  1995  include  $1.65  billion  ($1.4  billion  after  taxes)  of  restructuring  and  other  charges.  Excluding  these  charges, 
the  net  loss  for  1 995  was  $865  million. 

Revenue  Analysis  by  Product/Service 
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A three-year  summary  of  source  of  revenue,  as  provided  by  NCR,  is  shown  on  the  following  page. 


Results  for  1 995  were  attributed  to  the  following: 


• Revenue  from  retail  products  in  1995  was  basically  flat  compared  with  1994.  Increased  revenue  from  retail  bar-code 
scanner  products  to  customers  in  the  Europe/Middle  East/Africa  and  Asia/Pacific  geographic  regions  offset  a decline  in 
the  U.S. 

• Revenue  from  financial  products  in  1995  was  basically  flat  compared  with  1994.  Declines  in  ATM  revenue  principally 
in  the  U.S.  were  offset  by  increases  in  sales  to  customers  in  international  geographic  regions. 

• Revenue  from  computer  products  decreased  12%  during  1995,  primarily  due  to  a decline  in  large  server  revenue  in  the 
U.S.  resulting  from  a delay  in  transferring  customers  from  the  3600  product  family  to  the  new  WorldMark  product 
family. 

• Revenue  from  client/entry-level  server  products  increased  5%  during  1 995.  This  growth  rate  was  significantly  below 
that  of  the  prior  year  as  a result  of  the  implementation  of  the  September  1 995  decision  to  phase  out  the  sales  of  these 
products  through  high-volume  indirect  channels. 


NCR  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Retail  Systems  Group 
- Re  tail  products 

$424 

5% 

$422 

5% 

$481 

7% 

Financial  Systems  Group 
- Financial  products 

1,026 

13% 

1,037 

12% 

972 

13% 

Computer  Systems  Group 
- Computer  products 

1,078 

13% 

1,219 

14% 

1,392 

19% 

- Client/entry-level  server  products 

1,724 

21% 

1,649 

19% 

1,020 

14% 

Woildwide  Services 
- Customer  support  services 

2,174 

27% 

2,074 

25% 

1,808 

25% 

- Professional  services 

638 

8% 

578 

7% 

435 

6% 

- De  ta  services 

167 

2% 

206 

2% 

214 

3% 

Systemedia  Group 
- Systemedia  products 

577 

7% 

553 

7% 

486 

7% 

Other  (a) 

354 

4% 

723 

9% 

457 

6% 

Total 

$8,162 

100% 

$8,461 

100% 

$7,265 

100% 

(a)  I),  eludes  revenue  from  the  company's  Microelectronics  components  business,  which  was  sold  in  1995. 


• Revenue  from  services  businesses  grew  4%  during  1995. 

o The  growth  was  led  by  a 10%  increase  in  professional  services  revenue  due  to  new  service  offerings,  including 
information  technology  consulting,  networking,  scalable  data  warehousing,  and  project  management, 
o Customer  support  services  growth  of  5%  also  contributed  to  the  revenue  increase.  This  growth  was  primarily 
due  to  increased  focus  on  nontraditional  hardware  maintenance  services,  including  multivendor  services, 
implementation  and  installation  services,  software  services,  and  parts  and  cabling, 
o These  increases  were  partially  offset  by  a decrease  in  data  services  revenue,  principally  due  to  a shrinking 
customer  base  for  these  offerings. 

• Sales  of  Systemedia  products  increased  4%  in  1995  due  to  increases  in  sales  of  custom  paper  rolls  in  markets  outside  the 
U.S.  and  in  stock  and  fax  paper  products  and  thermal  transfer  ribbons  in  the  U.S. 

Interim  Results 

Revenue  for  the  nine  months  ending  September  30,  1996  was  more  than  $4.9  billion,  compared  to  nearly  $5.9  billion  for  the 
same  period  in  1995.  Operating  profit  reached  $3  million,  an  improvement  of  $589  million  from  the  $586  operating  loss 
(excluding  restructuring  and  other  charges)  for  the  same  period  a year  ago. 

• Much  of  the  decline  in  revenue  was  due  to  a 71%  decrease  in  sales  from  client/entry  level  server  products,  which  NCR 
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no  longer  sells  through  volume  channels. 

• Operating  profits  were  attributed  to: 

o Gross  margin  improvements  due  primarily  to  product  mix  changes 
o Large  year-over-year  reductions  in  expense  levels 

o NCR  management  expects  future  profit  improvements  to  come  primarily  from  revenue  growth  and  continued 
improvements  in  sales  and  services  and  rentals  gross  margins  and  not  from  additional  expense  reductions. 

Market  Financials 


NCR's  target  markets,  by  business  unit,  are  as  follows: 


• Retail  Systems  Group  —The  major  segments  of  the  retail  industry  served  by  NCR  are  general  merchandise,  food,  and 
hospitality. 

o The  general  merchandise  segment  includes  department  stores,  specialty  retailers,  mass  merchandisers,  and 
catalog  stores. 

o The  food  segment  includes  supermarkets,  hypermarkets,  wholesalers,  and  grocery,  drug,  and  convenience 
stores. 

o The  hospitality  segment  includes  lodging  (hotel/motel),  fast  food/quick  service,  and  restaurants. 

• Financial  Systems  Group-  -NCR  serves  the  retail  banking  (consumer  banking  services),  financial  services  (insurance 
and  card  payment  industries),  and  nontraditional  financial  services  industries.  Financial  customers  range  from  very  large 
to  very  small  organizations  and  are  located  throughout  the  world  in  both  established  and  emerging  markets. 

• Computer  Systems  Group-  -Although  focused  on  the  retail,  financial,  and  communications  industries,  NCR  also 
markets  its  scalable  data  warehousing  and  high-availability  transaction  processing  solutions  to  a number  of  industries. 

• Worldwide  Services  Group-  -The  markets  for  this  group  are  principally  the  industries  targeted  by  NCR's  other  business 
units— retail  financial  services  and  communications,  as  well  as  the  range  of  industries  using  scalable  data  warehousing 
and  high-availability  transaction  processing  systems. 

• Systemedia  Group  -The  major  industry  segments  targeted  by  this  group  include  general  merchandise,  food  and  drug, 
hospitality,  financial,  and  consumer  goods  manufacturing. 


In  recent  years,  NCR's  largest  customer,  measured  by  total  revenue,  has  been  AT&T  and  its  affiliated  companies. 


• Revenue  from  AT&T  and  its  affiliates  (including  Lucent)  was  approximately  $630  million  (8%  of  revenue)  in  1995, 
$522  million  (6%  of  revenue)  in  1994,  and  $385  million  (5%  of  revenue)  in  1993. 

• Revenue  from  these  companies  was  approximately  $247  million  (8%  of  revenue)  for  the  six  months  ending  June  30, 

1996  and  $281  million  (7%  of  revenue)  for  the  six  months  ending  June  30,  1995. 

• Under  an  AT&T  Volume  Purchase  agreement  formed  in  mid- 1 996,  AT&T  and  its  affiliates  expect  to  commit  to 
purchase  an  aggregate  of  at  least  $350  million  of  offerings  from  NCR  for  the  two-year  period  ending  December  31, 

1999. 

• Under  a Lucent  Volume  Purchase  Agreement,  Lucent  has  committed  to  purchase  an  aggregate  of  at  least  $ 1 50  million  of 
offerings  from  NCR  during  the  three-year  period  ending  December  31,  1998. 

Geographic  Markets 


Approximately  44%  of  NCR's  total  1995  revenue  was  derived  from  the  U.S.  and  56%  from  international  sources. 
A three-year  summary  of  geographic  source  of  revenue  follows: 


NCR  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary* 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$3,577 

44% 

$4,214 

50% 

$3,645 

r50% 

Europe/Middle  East/Africa 

2,551 

31% 

2,375 

28% 

2,055 

28% 

Japan 

1,008 

12% 

905 

11% 

737 

10% 

Asia/Pacific  (excluding  Japan) 

533 

7% 

478 

5% 

361 

5% 

Americas  (excluding  U.S.) 

493 

6% 

489 

6% 

467 

7% 
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Total 

$8,162 

100% 

$8,461 

100% 

$7,265 

100% 

* Amounts  do  not  include  intercompany  revenue  and/or  eliminations. 


Approximately  40%  of  NCR's  $2.98  billion  in  Worldwide  Services  revenue  was  derived  from  the  U.S.  and  60%  from 
international  sources. 


INPUT  estimates  that  approximately  40%  of  NCR's  $638  million  in  professional  services  and  systems  integration  revenue  was 
derived  from  the  U.S.  and  60%  from  international  sources. 

Divestitures 


Effective  July  1,  1996,  NCR  divested  its  50%  equity  interest  in  TransQuest,  a joint  venture  with  Delta  Air  Lines  that  provides 
information  technology  systems  and  services  for  key  airline  business  processes  to  Delta  and  other  airlines.  TransQuest  is  now  a 
wholly  owned  subsidiary  of  Delta. 

In  the  first  quarter  of  1 995,  NCR  sold  its  Microelectronics  components  business.  NCR  recorded  a net  gain  on  the  sale  of  $5 1 
million. 

Employees 


As  of  December  31,1 995,  NCR  had  approximately  4 1 , 1 00  employees,  down  from  50,000  at  the  end  of  1 994. 

The  company  currently  has  approximately  37,900  employees,  of  which  approximately  19,000  are  located  in  the  U.S. 
NCR's  Worldwide  Services  organization  has  approximately  20,000  employees,  segmented  as  follows: 

Customer  Support  Services 


Americas 

- Customer  engineers 4,100 

- Service  sales  consultants 200 

International 

- Customer  engineers 9,100 

- Global  support  systems 

engineers 1.200 

14,600 

Professional  Services 

Americas* — Consultants 1,500 

International — Consultants 3.900 

5,400 


* Includes  the  U.S.,  Canada,  Mexico,  and  Latin  America 

Customer  support  services  personnel  are  in  more  than  210  locations  throughout  the  Americas  and  in  135  countries  worldwide. 
Professional  services  personnel  are  in  more  than  200  locations  throughout  the  Americas  and  in  135  countries  worldwide. 

Key  Services 

Worldwide  Services 

Worldwide  Services,  with  1 995  revenue  of  $2.98  billion,  provides  a range  of  professional/systems  integration  and  customer 
support  services  to  customers  in  more  than  1 30  countries. 
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Worldwide  Services'  global  strategies  are  to: 

• Deliver  a range  of  services  that  focus  on  providing  solutions  within  the  retail,  financial,  and  communications  industries 

• Implement  programs  and  offerings  that  protect  and  grow  the  profitable  revenue  base  that  exists  outside  NCR's  targeted 
accounts 

• Continue  to  make  major  investments  in  the  services  business  and  delivery  infrastructures 

• Leverage  alliance  partners  to  complement  NCR  core  service  competencies 


Professional/systems  integration  services  provided  by  NCR  include  the  following: 


• IT  Consulting  services  include  Customer  Information  Consulting,  to  show  clients  how  to  use  customer  information  to 
transform  their  businesses  more  effectively  into  customer-centered  enterprises;  and  IT  Architecture  consulting. 

• IT  Integration  and  Implementation  services  include  application  delivery,  database  services,  solutions  and  technology 
design,  solutions  integration,  and  staging  (implementation). 

• IT  Support  services  include  enterprise  system  support,  help  desk  services,  multivendor  services,  and  power  protection 
and  cabling. 

• Project  Management  Services  provide  a comprehensive  approach  to  project  management,  combining  certified  project 
managers  with  NCR's  GlobalPM®  methodology  to  ensure  that  information  technology  projects  are  completed  on  time, 
within  budget,  and  according  to  customer  requirements. 

• Education  Services  provide  learning  environments  for  acquiring  technology  knowledge  and  skills  to  increase 
productivity  and  effectiveness. 

o Educational  services  include  on-the-job  training;  customized  on-site  programs,  seminars,  or  workshops;  and 
media-based,  self-paced  learning  from  video,  CD  ROM,  or  computer-based  training. 

o Instructor-led  courses  are  available  on  topics  ranging  from  Microsoft  Windows  NT,  UNIX,  Data  Warehouse, 
and  the  Internet  to  Cisco  Routers,  networks,  and  LANs. 

o Self-instruction  courses  are  available  in  client/server,  object  technology,  operating  systems,  networking,  tools 
and  methodologies,  programming  languages,  user  interfaces,  databases,  Microsoft  technologies,  Introduction  to 
the  PC,  Lotus,  and  Microsoft  Office. 

o Consulting  services  topics  include  Technical  Skill  Assessment  Service,  Information  Technology  Curriculum 
Plan,  Data  Warehouse  WorldMark  Teradata  Database,  UNIX,  Networking  & Microsoft  Technologies,  Internet 
Curriculum,  Retail  Store  Automation  Operations,  Financial  Branch  Automation,  Financial  ATM 
Installation/Maintenance,  Call  Center  Education,  Performance  Centered  Design,  and  Information  Discovery 
Workshop. 

o NCR  education  centers  are  in  Somerset  (NJ),  Atlanta  (GA),  Dayton  (OH),  and  Los  Angeles  (CA). 

• Key  growth  opportunities  in  professional  services  are  expected  to  include  customer  information  consulting,  data 
warehousing  consulting,  information  technology  architecture  consulting,  network  planning  and  design,  and  project 
management. 

Worldwide  Services  provides  a suite  of  technology  and  life  cycle  services  to  support  NCR  customers'  SAP  R/3  installations  and 
complement  the  services  of  the  R/3  Logo  and  Implementation  Partners.  Services  include: 


• Planning  and  design  of  client/server  infrastructures  in  support  of  the  R/3  environment 

• Data  center  management  services  for  R/3  implementation,  including  processes  and  procedures,  resource  management, 
and  implementation  of  supporting  technologies  (network,  database,  security,  and  applications  management) 

• High-availability  assessment,  planning,  and  design  services 

• Microsoft  design,  implementation,  and  support  services  for  migration  to  and  implementation  of  R/3  in  a Windows  NT 
environment 

• SAP  Early  Watch  services,  including  analysis  of  system  performance  and  tuning  services 

• Data  warehouse  services 

• NCR  offers  UNIX/Windows  NT  solutions  for  R/3.  The  company  has  an  R/3  Competence  Center  and  an  R/3  Engineering 
Center  in  Walldorf,  Germany. 

NCR's  Customer  Support  Services  provide  installation  and  ongoing  maintenance  services  for  both  NCR  and  non-NCR  systems. 


• NCR  believes  that  significant  opportunities  for  growth  exist  in  the  areas  of  network  operations,  help  desk  services,  and 
multivendor  service  management. 

• NCR  is  expanding  its  implementation  services  business  (system  staging  and  installation). 

• In  April  1996,  NCR  announced  the  general  availability  of  Remote  Intranet  Management  (RIM)  services.  RIM  service 
provides  customers  with  improved  network  performance  for  all  components  of  their  client/server  network,  including 
LAN  and  WAN  systems;  multivendor,  departmental,  and  enterprise  servers;  industry-specific  devices  such  as  POS 
terminals  and  ATMs;  and  Web-related  activities.  The  services  are  targeted  to  the  retail,  financial,  and  other  transaction- 
intensive industries. 

Computer  Systems  Group 


http://www.input.com/vaps/vaps_profile.cfm?COMPANY_ID=109 


3/16/99 


INPUT  Vendor  Profile  - NCR  Corporation 


Page  9 of  13 


This  group,  with  1995  revenue  of  $2.8  billion,  provides  computing  products,  services,  systems,  and  solutions  that  integrate 
hardware,  operating  software,  middleware,  professional  services,  and  support  services.  These  solutions  include  products  and 
services  from  NCR  as  well  as  other  vendors. 


The  Computer  Systems  Group  is  also  responsible  for  coordinating  the  development  of  the  strategies  behind  NCR's  offerings  to 
the  communications  industry. 


Hardware  products  offered  include: 

• WorldMark  open  scalable  computers,  ranging  from  midrange  systems  to  very  large  massively  parallel  enterprise-wide 
systems.  The  WorldMark  servers  are  the  foundation  of  NCR's  scalable  data  warehousing  and  high-availability 
transaction  processing  solutions. 

• PCs,  disk  arrays,  and  networking  products  sourced  from  third  parties 

NCR's  scalable  data  warehousing  solutions  allow  businesses  to  capture  information  about  their  customers,  markets,  and  products 
to  give  decision  makers  the  ability  to  access  and  analyze  that  information. 


• The  technology  allows  customers  to  scale  these  systems  (from  entry-level  10-gigabyte  systems  to  large  data  warehouses) 
all  within  the  same  hardware  and  software  platform. 

• These  solutions  incorporate  NCR  WorldMark  servers  and  NCR's  Teradata  relational  database  management  system,  other 
commercial  databases  (such  as  Oracle  or  Informix),  software  tools,  and  services. 

NCR's  high-availability  transaction  processing  solutions  are  designed  to  maximize  computer  uptime  for  critical  business 
environments. 

u These  solutions  are  based  on  the  WorldMark  server  platform,  combined  with  software  and  services. 

(a  NCR  LifeKeeper  software  minimizes  downtime  by  recognizing  and  recovering  hardware  component  or  application 
defaults  before  a total  system  failure  occurs. 

ii  NCR  Top  End  middleware  software  reroutes  transactions  during  a system  failure,  working  in  conjunction  with 
LifeKeeper  for  additional  system  protection. 

For  the  communications  industry,  NCR  is  focusing  its  attention  on  the  critical  business  issues  of  customer  retention,  customer 
profitability,  network  information  warehousing,  and  fraud  detection. 

j The  NCR  RightSTART  Scalable  Data  Warehouse  for  the  Communications  Industry  combines  hardware,  si  iftware,  and 
services  in  a prepriced  package  for  entry-level  data  warehousing. 

o NCR  and  SABRE  Decision  Technologies  have  formed  an  alliance  to  develop  information  solutions  that  he  Ip 

communications  companies  build  marketing  programs  to  assure  customer  retention.  The  solution  will  use  t customized 
version  of  SABRE’s  data  analysis  software  and  NCR's  WorldMark  family  of  scalable  servers,  as  well  as  in  egration  and 
consulting  services. 

• NCR  also  has  alliances  with  Legacy,  Carnegie  Group,  ADRM,  CSA,  EMC2,  Computer  Generation,  Orach , Business 
Objects,  Prism,  and  Informix  related  to  solutions  for  the  communications  industry. 

In  March  1996,  NCR  introduced  CTI  (Computer-Telephone  Integration)  Solutions  for  Call  Centers,  which  provide  > applications 
and  c ipabilities  that  enable  call  center  representatives  to  access,  update,  and  manage  critical  data. 

The  Computer  Systems  Group  also  works  with  the  Retail  Systems  Group,  the  Financial  Systems  Group,  and  Worldwide  Services 
to  provide  industry-specific  scalable  data  warehousing  and  high-availability  transaction  processing  solutions  to  the  retail  and 
financial  services  industries. 

Retail  Systems  Group 

The  Retail  Systems  Group,  with  1995  revenue  of  $424  million,  designs,  develops,  markets,  and  services  a full  line  of  products, 
services,  systems,  and  solutions  for  the  retail  industry. 


# Offerings  include  point-of-sale  terminals,  bar-code  scanners  and  scanner  scales,  networking  and  computer  server 
technology  to  link  these  terminals  and  scanners  on  both  a local-  and  wide-area  basis,  and  in-store  and  enterprise-level 
decision  support  systems. 

o The  Advanced  Checkout  Solution  is  a hardware/software  solution  for  grocers. 

The  Retail  Systems  Group  uses  the  Professional  Services  organization  to  develop  solutions  to  meet  the  needs  of  a variety  of 
retail  customers. 
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• Professional  Services  provides  consulting  services  to  help  customers  design,  integrate,  install,  and  support  in-store 
networks  of  scanners,  point-of-sale  terminals,  network  servers,  and  in-store  and  enterprise-level  decision  support  and 
data  warehousing  systems. 

• Professional  Services  incorporates  third-party  software  and  products  as  required  to  customize  solutions. 


Within  the  Retail  Systems  Group,  NCR  has  two  research  organizations  focused  on  human-to-machine  interface  technology. 

Financial  Systems  Group 

This  group,  with  1 995  revenue  of  more  than  $ 1 .0  billion,  provides  products,  services,  systems,  and  solutions  for  the  financial 
industry,  with  particular  focus  on  retail  banking. 

Offerings  include  self-service  devices  (ATMs),  item/image  processing,  payment  systems,  retail  bank  branch  automation  (in 
virtual  and  real  bank  branches),  and  relationship  management  solutions  to  enable  financial  institutions  to  better  manage 
interaction  with  their  customers. 

Relationship  management  solutions  are  based  on  NCR's  scalable  data  warehousing  offerings  combined  with  services  provided 
through  NCR's  Professional  Services  organization. 

• These  solutions  address  areas  such  as  customer  retention  analysis,  transaction  analysis,  and  campaign  management. 

• These  solutions  help  financial  institutions  manage  their  interactions  with  individual  customers  to  optimize  the  level  of 
service  provided  and  to  increase  profit  per  customer. 

• Decision  support  capabilities  allow  banks  to  use  detailed  information  to  support  the  management  of  their  business, 
especially  in  risk  management  processes,  implementing  marketing  programs  tailored  for  specific  customer  profiles,  and 
pricing  of  services  based  on  customers'  transaction  and  balance  history. 

In  October  1996,  NCR  launched  a Financial  Services  Knowledge  Laboratory  at  its  London  headquarters  to  provide  a forum  in 
which  bankers  can  get  involved  in  industry  projects  and  exchange  ideas  with  industry  experts,  university  experts,  and  technology 
partners  to  map  out  and  plan  new  strategies  related  to  the  evolving  needs  of  consumers  into  the  next  millennium. 

Systemedia  Group 

The  Systemedia  Group,  with  1995  revenue  of  approximately  S577  million,  develops,  produces,  and  markets  consumable  and 
media  products  for  information  systems,  including  transaction  processing  media,  business  forms,  and  a full  line  of  integrated 
equipment  solutions. 

• Specific  products  offered  include  stock  and  custom  paper  rolls,  pressure-sensitive  labels,  label/form  combinations, 
thermal  transfer  ribbons,  impact  inking  media,  high-speed  laser  forms,  encoding  products,  mailers,  and  ink-jet  media. 

• Many  of  these  products  are  offered  as  complementary  parts  of  broader  NCR  systems,  including  point-of-sale  systems, 
ATMs,  and  item  processing  systems. 

Contracts 


Recently  awarded  contracts  include  the  following: 

• In  November  1996,  Chase  Manhattan  Bank  awarded  a contract  to  NCR  to  provide  computer  systems,  application 
software,  and  integration  services  in  more  than  500  Chase  retail  bank  branches. 

• In  October  1996,  JC  Penney  announced  it  had  installed  an  $1 1 million  NCR  data  warehouse  decision  support  system. 

• In  August  1996,  NCR  was  awarded  a $1 19  million  Point-of-Service  ONE  (POS  ONE)  contract  with  the  U.S.  Postal 
Service  to  replace  retail  systems  at  customer  service  windows. 

o The  contract  is  the  initial  stage  of  a multiyear  project  potentially  worth  $ 1 billion.  The  first  rollout  of  NCR 
systems  will  begin  in  Richmond  (VA)  in  early  1997. 

o NCR  worldwide  professional  and  customer  service  organizations  will  be  performing  program  management, 
application  customization,  systems  integration,  full  staging  and  implementation,  and  life  cycle  support, 
including  remote  management  and  diagnostics. 

• In  August  1996,  NCR  announced  that  it  had  completed  installation  of  NCR  ATMs,  servers,  and  debit  terminals  on  board 
the  last  designated  U.S.  Navy  ship  as  part  of  a multiyear  program  called  "ATMs-at-Sea." 

• Since  July  1996,  NCR  has  helped  implement  the  largest  educational  network  system  in  the  U.S.  for  the  state  of 
Tennessee. 

• In  March  1 996,  Wal-Mart  Stores  selected  NCR  to  expand  Wal-Mart' s data  warehouse  with  NCR's  WorldMark  5 1 00 
system,  Teradata  Database  for  UNIX,  and  professional  services  support. 
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• In  February  1 996,  NCR  was  awarded  a four-year,  $ 1 50  million  contract  with  the  Defense  Information  Technology 
Contracting  Office  (DITCO)  to  replace  and  integrate  complete  store  automation  systems  for  the  Defense  Commissary 
Agency's  300  military  commissaries  worldwide. 

Clients 


A sampling  of  NCR  clients,  by  industry,  follows: 

Financial  Services—  ASB  Bank  Limited,  Banc  One,  Bank  of  America,  Bank  of  Boston,  Barclays  Bank,  Blue  Cross/Blue  Shield 
of  Illinois,  Chase  Manhattan,  Citibank,  CoBank,  Commonwealth  Bank  of  Australia,  Community  Mutual,  Dime  Savings  Bank  of 
New  York,  European  American  Bank,  Fidelity  Insurance,  First  of  America  Bank  Corporation,  First  Union  Bank,  Huntington 
Bank,  Industrial  Savings  and  Loan  Association,  INVESCO  Funds,  Mercantile  Bank,  Mutual  of  Omaha,  National  Westminister, 
Reuters,  S.W.I.F.T.,  The  Capital  Group,  Title  Guaranty  Escrow  Services,  TSB  Bank,  Western  Bank 


Retail — Applebee's,  Caldors,  Canadian  Tire  Corporation,  Fabri-Center  of  America,  Grossman's,  Galleria  21 , Helene  Curtis,  JC 
Penney  (Chile),  Kmart,  Lechmere,  Merck,  National  Convenience  Stores,  Reebok  International,  Southland  Corporation, 

Super  America,  Thrifty  Foods,  Wal-Mart,  W.H.  Smith,  Zellers,  1-800  Flowers 


Communications—  AT&T,  Ameritech,  BC  Tel,  BellSouth  Advertising  and  Publishing  Company,  GTE  Telephone  Operations, 
Telecom  Australia,  Telecom  New  Zealand,  Sprint,  U S WEST 


Public  Sector/Government — Canada  Post  Corporation,  Jackson  County,  Ministry  of  Human  Resources  Development  and 
Citizenship  & Immigration  Department,  New  York  State  Liquor  Authority,  State  of  New  Mexico  Taxation  and  Rev  enue.  State  of 
Tennessee,  State  of  Texas  Department  of  Public  Safety,  U.S.  Navy,  U.S.  Postal  Service 


Manu  facturing—  Anheuser-Busch,  Chrysler,  Coca-Cola,  Hughes  Aircraft,  McDonald's,  Oklahoma  Gas  and  Electric,  Pepsi- 
Cola, Procter  & Gamble,  Star  Enterprises,  State  Electric  Supply,  Whirlpool 

Othei-  -BP  Oil,  American  Airlines,  Continental  Airlines,  Delta  Airlines,  United  Airlines,  Oklahoma  Gas  & Electri :,  Pepe 
Europe,  System  One,  Temasek  Polytechnic,  Union  Pacific  Railroad 

Marketing  and  Sales 


NCR  principally  sells  through  the  direct  sales  channel,  although  the  indirect  channel  is  used  for  some  specific  offer  ngs. 


Worldwide  Services-  -Services  are  marketed  through  a direct  sales  force  of  approximately  400,  with  separate,  dedii  ated  sales 
for  support  services  and  for  professional  services.  The  Worldwide  Services  marketing  organization  is  tasked  with  d jveloping, 
marketing,  and  deploying  service  offerings  globally.  Services  marketing  is  a key  demand  creation  function  within  I ICR. 


Retai,  Systems  Group  —NCR's  retail  products  are  marketed  through  a combination  of  direct  and  indirect  channels. 

* The  majority  of  networked  solutions  and  scalable  data  warehousing  solutions  sold  into  the  retail  industry  are  sold 
through  the  direct  sales  force. 

*■  In  recent  years,  more  than  70%  of  the  retail-specific  product  sales  (primarily  bar-code  scanners  and  point-of-sale 

terminals)  are  sold  by  direct  sales;  the  remainder  are  sold  through  indirect  channels,  including  worldwide  a liances  with 
more  than  300  value-added  resellers,  distributors,  and  dealers. 

Financial  Services  Group  —Historically,  NCR  has  distributed  most  of  its  financial  products,  services,  systems,  and  solutions 
through  a direct  sales  channel  targeted  at  larger  customers,  although  some  revenue  comes  from  distributors.  NCR  plans  to 
increase  its  business  through  indirect  channels  and  partners  in  this  market. 

Computer  Systems  Group  —Products  and  solutions  are  marketed  through  a combination  of  direct  and  indirect  channels. 

* The  direct  sales  force  targets  major  accounts  and  approximately  85%  of  Computer  Systems  Group's  revenue  has 
historically  come  from  the  direct  sales  force. 

* Indirect  sales  come  from  alliances  with  value-added  resellers,  distributors,  and  OEMs. 

Systemedia  Group-  -This  unit  has  a direct  sales  force  in  1 9 countries  focusing  on  providing  consumable  supplies  to  major 
accounts.  In  addition,  products  are  sold  through  office  products  resellers,  value-added  resellers,  and  an  inbound  and  outbound 
telemarketing  organization. 
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NCR  also  has  an  agreement  with  AT&T  Capital  through  which  a range  of  financing  alternatives  can  be  offered  to  NCR's 
customers  in  the  U.S.,  Canada,  the  U.K.,  France,  and  Germany. 

Alliances 


Currently,  NCR  has  more  than  1 , 1 00  partners  worldwide.  Alliances/agreements  announced  in  1 996  include  the  following: 


• In  October  1996,  NCR  and  Check  Point  Software  Technologies  announced  a global  OEM  and  marketing  agreement 
whereby  Check  Point's  Check  Point  FireWall-1  network  security  software  product  will  ship  with  every  NCR  WorldMark 
enterprise  server. 

• In  October  1996,  NCR  announced  that  Trillium  Software  has  become  a strategic  partner  in  NCR's  Scalable  Data 
Warehouse  program.  Trillium  offers  software  tools  to  consolidate  and  cleanse  data  being  entered  into  a data  warehouse 
from  a variety  of  sources. 

• In  October  1996,  NCR  joined  an  alliance  of  eleven  major  infonnation  technology  vendors  and  user  organizations  to 
develop  an  exportable  worldwide  approach  to  strong  encryption  so  companies  can  conduct  secure  international 
electronic  commerce. 

• In  September  1996,  NCR  was  selected  by  Microsoft  as  a key  partner  in  Microsoft's  data  warehouse  strategy. 

• In  September  1 996,  NCR  announced  an  agreement  to  offer  HSI  Corporation's  "Profit  Series  System"  on  NCR's  POS 
workstations  for  food  service  operators.  The  Profit  Series  is  a Windows-based  POS  application  to  track  sales,  control 
costs,  and  facilitate  training  in  food  and  beverage  operations. 

• In  September  1 996,  NCR  and  Retail  Target  Marketing  Systems  (RTMS)  announced  an  agreement  to  market  a complete 
in-house  database  marketing  solution  for  retailers  to  build  one-on-one  customer  relationships.  The  solution  combines  the 
RTMS  Archer  Retail  Database  Marketing  Software  and  NCR's  WorldMark  servers. 

• In  August  1996,  NCR  announced  an  agreement  with  Computer  Generation,  Inc.  (CGI)  to  provide  data  collection  and 
billing  solutions  to  the  telecommunications  industry.  CGI's  software  will  run  on  NCR's  WorldMark  servers  to  collect 
and  analyze  call  data  from  large  telephone  switches  for  billing,  marketing,  and  customer  analysis. 

• In  July  1 996,  NCR  and  Netscape  announced  a worldwide  licensing  agreement  to  provide  solutions  for  building 
corporate  intranets  and  conducting  electronic  commerce  on  the  Internet.  The  two  companies  will  work  together  to  port 
Netscape  Web  software  to  UNIX  MP-RAS  release  3.0,  NCR's  version  of  the  UNIX  operating  system.  In  addition,  NCR 
will  bundle  Netscape  FastTrack  (entry-level  Web  server  software)  on  NCR  S40  servers  running  Windows  NT. 

• In  May  1996,  NCR  and  SABRE  Decision  Technologies  announced  an  alliance  to  deliver  a data  warehousing  solution  for 
the  communications  industry.  NCR  markets  SABRE's  data  analysis  software  as  part  of  a complete  customer  retention 
solution  data  warehouse  program. 

• In  April  1 996,  NCR  and  Ascom  Timeplex  announced  an  alliance  to  provide  end-to-end  connectivity  solutions  to  their 
Caribbean  and  Latin  America  customers  to  support  their  network  needs,  including  network  consulting,  management, 
integration,  and  voice  and  data  products. 

• In  February  1 996,  NCR  announced  a partnership  with  MicroStrategy,  Inc.  to  provide  customers  with  remote  access  to 
their  data  warehouses  through  the  World  Wide  Web.  MicroStrategy  has  ported  its  DSS  Web  relational  on-line  analytical 
processing  tool  to  NCR's  Teradata  database  system. 

Other  major  partners  include  the  following: 


• Technology  enablers—  Intel,  Microsoft,  Oracle 

• Consulting—  Andersen  Consulting,  Coopers  & Lybrand,  EDS,  Perot  Systems,  MCI  Systemhouse 

• Software/Applications—  Computer  Associates,  Infonnix,  IRI  Software,  Oracle,  PeopleSoft,  Policy  Management 
Systems  Corporation,  SAP,  Sybase 

• Distribution  and  Servicing — CompuCom,  Entex,  Inacom,  Intelligent  Electronics,  MicroAge,  Osborne 

• Manufacturing—  Conner  Disk  Drives,  Samsung,  Intel 

Competition 


NCR's  major  competitors,  by  business  unit,  include  the  following: 


Worldwide  Services  —IBM,  Digital,  Hewlett-Packard,  and  Unisys  in  the  customer  support  services  business;  and  IBM,  EDS, 
Andersen  Consulting,  Hewlett-Packard,  Unisys,  and  CAP  Gemini  Sogeti  in  the  professional  services  business 


Retail  —At  the  store  level,  principal  competitors  include  Siemens  Nixdorf  International,  Fujitsu  Ltd.,  ICL  pic,  and  IBM  for 
point-of-sale  terminals  and  peripherals;  Spectra-Physics,  Symbol  Technologies,  and  Metrologic  Instruments  for  bar-code 
scanners;  and  IBM  and  Hewlett-Packard  for  in-store  networking  and  decision  support. 


At  the  enterprise  level,  scalable  decision  support  and  scalable  data  warehousing  system  competitors  include  IBM,  Hewlett- 
Packard,  and  Tandem  Computers. 
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Financial  Services-  -Primary  competitors  include  Diebold,  Fujitsu,  SNI,  and  Omron  Electronics  for  ATMs;  IBM  and  BancTec 
in  image/item  processing;  and  SNI,  Hewlett-Packard,  and  Unisys  in  data  warehousing 


Computer  Systems-  -IBM,  Hewlett-Packard,  Digital,  Sun  Microsystems,  Tandem,  Sequent,  SNI,  Pyramid  Technology,  Fujitsu, 
NEC,  Hitachi,  Groupe  Bull,  Olivetti  SpA,  ICL,  and  Unisys  in  the  traditional  systems  area;  Compaq  and  Dell  Computer  for 
servers;  and  IBM,  Digital,  Tandem,  Sequent,  Pyramid,  Hewlett-Packard,  and  Sun  Microsystems  in  the  data  warehousing  market 


Systemedia  —The  Standard  Register  Company,  Reynolds  & Reynolds,  Wallace  Computer  Services,  Sony,  Moore  Corporation, 
International  Imaging  Materials,  Nu-Kote  Holding,  Rittenhouse  Paper  Co.,  Sopano  S.A.,  Rolltech  Ltd.,  Katsumata,  K.K.,  and 
Paper  Manufacturers,  Inc. 

Assessment 


NCR's  strengths  include: 

• Global  resources,  particularly  in  services 

• Much  more  focus  since  the  restructuring  and  spin-off  from  AT&T.  Independence  from  AT&T  allows  NCR  to  move  in 
the  directions  it  must  move  to  be  more  successful  and  grow. 

• Reputation  in  target  markets  (number  one  in  ATM  market,  number  two  in  POS  market) 

» Significant  penetration  in  target  vertical  markets,  as  well  as  transaction  processing  and  data  warehousing 

Challenges  over  the  coming  year  include: 


o Re-establishing  NCR  brand  name  in  the  market 

» Returning  to  aggressively  marketing  the  inherent  strengths  of  NCR  (which  has  not  been  done  in  recent  times) 
* Achieving  recognition  in  the  market  as  a solutions  provider  rather  than  as  a hardware  vendor 
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Netscape  Communicationsa  Corporation 


UPDATED: 

05/01/1996 


Headquarters 


501  East  Middlefield  Road 
Mountain  View,  CA  94043 
U.S. 

Phone:  Fax: 

(415)254-1900  (415)528-4124 

Company  Web  Site: 

http://home.netscape.com 


Summary  Info 


Chairman: 

President/CEO: 

Status: 

Employees: 

Revenue: 


James  H.  Clark 
James  L.  Barksdale 
Public 

725  (03/1996) 

$ 346.2  mil 


Year  End  Dec-1996 


Key  Points 


» Netscape  provides  open  software  for  linking  people  and  infonnation  over  enterprise  networks  and  the  Internet. 

« Netscape  is  one  of  the  fastest  growing  software  companies  in  its  first  full  year  of  operation,  having  achieved  $80.7 
million  in  revenue  for  1995,  up  from  $1.4  million  for  1994  (the  company  started  shipping  its  first  products  in  December 
1994). 

o By  the  end  of  1995,  more  than  70%  of  Fortune  100  companies  were  Netscape  customers. 

'>  Netscape  is  experiencing  significant  acquisition  activity.  In  November  1995,  the  company  acquired  Collabra  Software, 
helping  Netscape  extend  its  product  offerings  into  the  collaboration  and  messaging  market.  Since  the  begii  ning  of  1996, 
Netscape  has  announced  plans  to  acquire  three  companies— InSoft,  Paper  Software,  and  Netcode  Corporation. 

o Netscape  and  GE  Information  Services  have  established  a joint  venture— Actra  Business  Systems  L.L.C.— that  will 
develop  and  market  software  for  Internet-based  business-to-business  electronic  commerce. 

a Netscape  has  significantly  expanded  its  international  presence  over  the  past  six  months  by  opening  offices  in  France, 
Germany,  Ireland,  and  the  U.K. 

a In  January  1996,  Netscape  stockholders  approved  a two-for-one  stock  split  of  Netscape  common  stock. 

Company  Description 


Netsc  ape  develops,  markets  and  supports  open  client  and  server  software,  commercial  applications,  and  developmc  nt  tools  that 
link  people  and  information  over  the  Internet  and  private  transmission  protocol/Intemet  protocol  (TCP/IP)  network  s or 
"Internets." 


o From  its  inception  on  April  4,  1994  to  September  30,  1994,  Netscape's  operating  activities  related  primaril  / to  recruiting 
personnel,  raising  capital,  purchasing  operating  assets,  and  performing  research  and  development. 
j Netscape's  first  product— the  Netscape  Navigator— was  introduced  in  December  1 994. 
a The  company  currently  offers  four  product  families— Netscape  Navigator  clients,  Netscape  servers,  Netscaj  e 
development  tools,  and  Netscape  commercial  applications. 

» Netscape  delivers  its  software  and  services  through  multiple  distribution  channels,  including  a direct  sales  'orce, 
telesales  and  the  Internet,  as  well  as  through  OEMs,  systems  integrators,  VARs,  and  software  retailers. 

To  accelerate  the  acceptance  of  its  products  and  facilitate  the  adoption  of  the  Internet  as  a commercial  marketplace,  Netscape  has 
also  entered  into  agreements  with  a range  of  telecommunications,  commerce  and  computing  companies  with  complementary 
resources  and  technologies. 

Organization  and  Structure 


Netscape’s  key  executives  are  listed  below: 


Netscape  Key  Executives 


Name 

Title 

James  H.  Clark 

Chairman 

James  L.  Barksdale 

President  and  CEO 

Marc  L.  Andreessen 

VP  Technology 
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Noreen  G.  Bergin 

VP  and  Corporate  Controller 

Peter  L.S.  Currie 

VP  and  CFO 

Larry  K.  Geisel 

VP  and  CIO 

Eric  A.  Hahn 

VP  Enterprise  Technology 

Conway  Rulon-Miller 

VP  Sales  and  Field  Operations 

Michael  J.  Homer 

VP  Marketing 

Roberta  R.  Katz 

VP,  General  Counsel  and  Secretary 

Richard  M.  Schell 

VP  Product  Development 

James  C.J.  Sha 

VP  Product  Development 

Kandis  Malefyt 

VP  Human  Resources 

Netscape  has  international  subsidiaries  in  Japan,  France,  Germany,  Ireland,  and  the  U.K.  During  1996,  Netscape 
plans  to  establish  a presence  in  other  European  markets  and  other  Pacific  Rim  countries. 

Company  Strategy 


Netscape's  goal  is  to  make  its  software  the  de  facto  standard  for  publishing  information  and  executing  transactions  on  the 
Internet  and  private  IP  networks. 

Netscape's  strategy  is  to  enable  enhanced  communications  and  electronic  commerce  by  developing  and  offering  industry-leading 
software  and  services.  This  strategy  includes  the  following  elements: 


• Offering  a complete  suite  of  easy-to-use,  high-performance,  secure  software  with  multiplatform  support 

• Leveraging  relationships  with  leading  strategic  partners  (technology  partners,  telecommunications/network  services 
companies,  and  banks  and  transaction  processing  companies)  to  accelerate  acceptance  of  Netscape  products  and 
facilitate  the  adoption  of  the  Internet  as  a communications  network  and  a commercial  marketplace 

• Supporting  and  enhancing  industry  standards 

• Developing  multiple  distribution  channels,  including  direct  sales;  indirect  sales  through  OEMs,  systems  integrators, 
VARs,  and  software  retailers;  and  Internet  distribution 

• Sustaining  industry  leading  technical  and  management  teams 

In  the  first  quarter  of  1996,  Netscape  announced  two  technology  initiatives  to  bring  additional  multimedia  capabilities  and 
interactivity  to  users  on  the  Internet  and  Intranets: 

• The  Netscape  LiveMedia  framework,  for  bringing  real-time  audio  and  video  to  the  Netscape  platform 

• Netscape  Live3D,  for  integrating  rich  3-D  graphics  in  Netscape  software 

Financials 


Netscape's  1995  revenue  reached  approximately  $80.6  million,  compared  to  $1.4  million  for  1994  (from  the  company's  inception 
in  April  1994  through  the  end  of  1994). 

In  the  two-year  summary  that  follows,  financials  have  been  restated  to  reflect  the  pooling-of-interests  acquisition  of  Collabra 
Software  in  November  1995. 


Netscape  Communications  Corporation 
Two-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1/1/95- 

12/31/95 

4/4/94- 

12/31/94 

Revenue 

- Product  revenue 

- Service  revenue 

$73.2 

7.4 

$80.6 

$1.1 

0.3 

$1.4 

Income  (loss)  before  taxes  (a) 

$(2.9) 

$(11.9) 

iNet  income  (loss) 

$(3.4) 

$(11.9) 

Earnings  (loss)  per  share 

$(0.09) 

$(0.35) 
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(a)  Includes  $2  million  in  merger-related  charges  associated 
with  the  acquisition  of  Collabra  Software. 

Net  losses  of  $3.4  million  for  1995  include  a one-time  charge  of  $2  million  related  to  the  acquisition  of  Collabra  Software. 
Excluding  these  one-time  charges,  Netscape's  net  loss  for  the  year  was  $1.4  million  ($0.04  per  share). 


• Research  and  development  expenses  were  approximately  $24.9  million  in  1995,  compared  to  $3.7  million  for  1994. 

• Sales  and  marketing  expenses  were  $39.5  million  in  1995,  compared  to  $4.5  million  in  1994. 

• General  and  administrative  expenses  were  $10.0  million  in  1995,  compared  to  $2.5  million  in  1994. 

Revenue  Analysis  by  Product/Service 

Approximately  91%  ($73.2  million)  of  Netscape's  1995  revenue  was  derived  from  software  products  and  9%  ($7.4  million)  from 
services,  including  software  maintenance  and  support,  consulting  services,  training,  and  advertising  space. 

<»  Netscape  Navigator  and  related  client  products  accounted  for  approximately  59%  ($47.5  million)  of  Netscape's  total 
revenue  in  1995. 

» Licenses  of  Netscape's  server  and  Commercial  Applications  software  accounted  for  31%  ($25  million)  of  the  company's 
total  revenue  in  1995. 

i*  Netscape  Navigator,  Netscape  Commerce  Server,  and  Netscape  Communications  Server  account  for  the  majority  of  the 
company's  product  revenues,  although  Commercial  Applications  revenues  are  continuing  to  grow. 

Interim  Results 

Revalue  for  the  three  months  ending  March  31,1 996  reached  $55  million,  compared  to  $5.4  million  for  the  same  ] »eriod  in 
1 995.  Net  income  for  the  quarter  was  $4.7  million,  compared  to  net  losses  of  nearly  $3.9  million  for  the  same  peric  d a year  ago. 

Market  Financials 


Netscape's  target  markets  are  the  Internet  commerce,  enterprise,  and  individual  PC  user  markets. 


■I  Internet  Commerce  —Netscape  believes  that  many  major  corporations  will  begin  to  publish  information  ar,  d offer 
products  and  services  for  sale  on  the  Internet,  including  telecommunications  companies,  information  servii  e providers, 
mail  order  and  traditional  retailers,  publishers,  and  financial  service  providers. 

■ i Enterprise  Market  —Medium  and  large  organizations,  particularly  those  with  geographically  dispersed  em  iloyees,  are 
expected  to  increasingly  use  the  Internet  in  conjunction  with  private  IP  networks  to  facilitate  internal  comr  mnications. 
Individual  PC  Users-  -The  popularity  of  on-line  information  services  as  well  as  home  shopping  services  suggest  that 
the  home  market  for  commercial  applications  on  the  Internet  will  be  substantial. 

Geographic  Markets 


Approximately  82%  ($66.2  million)  of  Netscape's  1995  revenue  was  derived  from  the  U.S.,  12%  from  Europe,  5%  from  the  Far 
East,  and  1 % from  other  international  sources. 


oi  International  revenues  continue  to  increase  each  quarter,  due  primarily  to  increased  sales  and  marketing  efforts  in 
Europe  and  Japan. 

* The  company  has  introduced  localized  versions  of  Netscape  Navigator  for  Japan,  Germany,  and  France. 

Acquisitions 


In  April  1996,  Netscape  completed  the  acquisition  of  InSoft,  Inc.  of  Mechanicsburg  (PA)  for  1.96  million  shares  of  Netscape 
stock.  The  acquisition  will  be  accounted  for  as  a pooling  of  interests. 

* InSoft  provides  network-based  communications  and  collaborative  multimedia  software  for  the  enterprise. 

• The  acquisition  serves  as  the  cornerstone  of  the  Netscape  LiveMedia  framework  for  bringing  real-time  audio  and  video 
to  the  Netscape  open  software  platform. 

In  March  1996,  Netscape  announced  plans  to  acquire  Netcode  Corporation. 
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• Netcode  created  a Java-based  object  toolkit  and  visual  interface  builder  for  developing  Java  applications. 

• The  acquisition  will  be  accounted  for  as  a pooling  of  interests  and  is  expected  to  close  during  the  second  quarter  of 
1996. 

In  February  1996,  Netscape  signed  a definitive  agreement  to  acquire  Paper  Software,  Inc.  of  Woodstock  (NY). 


• Paper  Software  provides  distributed  three-dimensional  graphics  and  maker  of  WebFX  VRML  software. 

• The  acquisition  will  be  accounted  for  as  a pooling  of  interests  and  is  expected  to  close  during  the  second  quarter  of 
1996. 

In  March  1996,  Netscape  acquired  an  equity  position  in  Voxware,  a privately  held  developer  of  voice  processing  software  for 
Internet,  multimedia,  computing  and  communication  applications. 

• The  investment  follows  the  announcement  that  Netscape  has  licensed  key  elements  of  Voxware' s digital  voice 
technology,  including  the  Voxware  RT24  compressor/decompressor  and  ToolVox  for  the  Web  for  incorporation  into  the 
Netscape  LiveMedia  framework. 

• Terms  of  the  investment  were  not  disclosed. 

In  November  1 995,  Netscape  acquired  Collabra  Software,  Inc.  of  Mountain  View  (CA)  for  approximately  1 .85  million  shares  of 
Netscape  common  stock  (3.7  million  after  January  1 996  stock  split).  The  acquisition  was  accounted  for  as  a pooling  of  interests. 


• Collabra  develops  collaborative  computing  software  products.  Its  key  product  is  Collabra  Share. 

• Collabra,  with  approximately  40  employees  at  the  time  of  the  acquisition,  generated  approximately  $4.7  million  in 
revenue  and  net  losses  of  $3.0  million  during  1995. 

• Collabra  operates  as  a wholly  owned  subsidiary  of  Netscape. 

Employees 


As  of  December  31,1 995,  Netscape  had  more  than  500  employees.  As  of  March  31,1 996,  the  company  had  725  employees. 

Key  Products  and  Services 


Netscape  currently  offers  four  software  product  families— Netscape  Navigator  clients,  Netscape  server  software,  Netscape 
development  tools,  and  Netscape  commercial  applications. 

Netscape  Navigator  Family 

The  Netscape  Navigator  product  line  allows  users  to  exchange  information  and  participate  in  commerce  on  the  Internet. 

• Netscape  Navigator  features  a point-and-click  graphical  user  interface  that  enables  users  to  navigate  the  Internet's  array 
of  networked  resources. 

• Netscape  Navigator  integrates  all  major  Internet  functions,  bringing  Web  exploring,  E-mail,  newsgroups,  chat,  and  file 
transfer  protocol  together  into  an  integrated  package. 

• In  addition,  Netscape  Navigator  provides  a platform  for  live  on-line  applications,  supporting  Live  Objects  and  other 
interactive  multimedia  content  such  as  Java  applets,  frames,  and  Netscape  on-line  plug-ins. 


Netscape  offers  the  following  versions  of  Netscape  Navigator: 


• Netscape  Navigator  LAN  Edition  is  intended  for  users  who  already  have  TCP/IP  connections  to  the  Internet  or  Intranets. 
It  is  available  for  Microsoft  Windows,  Apple  Macintosh,  and  various  UNIX  platforms.  It  is  compatible  with  standard 
TCP/IP  implementations  on  these  platforms. 

• Netscape  Navigator  Personal  Edition  is  intended  for  companies  and  individuals  without  direct  TCP/IP  connections  who 
want  dial-up  access  to  the  Internet.  It  includes  a TCP/IP  stack,  an  implementation  of  the  Point  to  Point  Protocol  and  a 
dialer.  It  features  automatic  access  to  a choice  of  Internet  service  providers. 

• Netscape  Navigator  Gold,  currently  available  for  trial  in  beta  format  and  expected  to  be  commercially  available  by  mid- 
1996,  includes  the  standard  features  of  Netscape  Navigator  and  adds  a WYSIWYG  editor  that  allows  a user  to  create  and 
publish  live,  on-line  Web  pages  in  one  integrated  program. 

• Netscape  Power  Pack  is  a set  of  add-on  applications  that  extends  the  capabilities  of  Netscape  Navigator  for  Windows. 
Netscape  SmartMarks™  enables  Netscape  Navigator  users  to  collect,  organize,  and  monitor  their  favorite  Internet 
addresses  easily.  Netscape  Chat™  allows  Internet  users  to  participate  in  real-time  chat  forums  using  Netscape 
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Community  System™  software  or  industry-standard  Internet  Relay  Chat  (IRC).  Netscape  Power  Pack  also  contains 
multimedia  add-on  applications  from  Adobe  Systems. 

Netscape  Server  Family 

Netscape  server  products  allow  corporations  and  small  businesses  to  communicate  and  conduct  commercial  operations  over 
networks.  The  products  offer  basic  communications  services,  security,  administration,  and  other  capabilities  necessary  for 
implementing  and  operating  Web  server  sites,  E-mail  or  newsgroups,  or  seamless  TCP/IP-based  communication  solutions. 

Netscape  server  products  include  the  following: 

• Netscape  Communications  Server™,  available  for  UNIX  and  Windows  NT,  enables  organizations  to  publish 
hypermedia  information  on  the  Internet.  Users  can  post  a variety  of  information  on  the  Internet,  including  product 
information,  corporate  news  bulletins,  and  customer  support  and  service  information.  In  addition,  companies  can  collect 
customer  input,  conduct  market  research,  and  fulfill  requests  for  information  using  an  interactive  forms  capability. 

• Netscape  FastTrack  Server,  the  next  generation  of  the  Netscape  Communications  Server,  is  currently  available  in  beta 
version  and  is  expected  to  be  commercially  available  by  mid- 1996.  Netscape  FastTrack  Server  is  designed  to  be  an  easy- 
to-use,  entry-level  Web  service  than  enables  non-programmers  to  create  and  manage  a Web  site. 

o Netscape  Commerce  Server™,  available  for  UNIX  and  Windows  NT  environments,  is  high-performance  server  software 
for  conducting  electronic  commerce  and  communications  on  the  Internet  and  Intranets.  It  can  also  be  used  to  manage 
communications  across  departments  within  an  enterprise. 

» Netscape  Enterprise  Server  is  currently  available  in  beta  version  and  expected  to  be  commercially  available  by  mid- 1 996 
as  the  next  generation  of  the  Netscape  Commerce  Server.  It  is  a high-performance  Web  server  for  creating,  managing, 
and  intelligently  distributing  information  throughout  an  enterprise  or  across  the  Internet.  It  is  an  open  platform  for 
developing  and  serving  live,  on-line  applications  using  next-generation  development  tools  based  on  Java  and 
JavaScript. 

® Netscape  Mail  Server™  is  server  software  that  enables  the  transport  of  E-mail  and  messages  within  an  Intranet  and  over 
the  Internet.  It  complies  with  HTML  and  other  standard  document  formats. 

*<  Netscape  News  Server™  allows  users  to  create  public  and  private  discussion  groups  for  access  over  the  Internet  and 
Intranets. 

• Netscape  Proxy  Server™  is  designed  to  improve  the  performance  and  security  of  communications  across  a TCP/IP 
network.  It  provides  secure  Internet  access  for  corporate  users  behind  a firewall. 

<-  Netscape  Catalog  Server  is  currently  available  in  beta  version  and  is  expected  to  be  commercially  available  by  late  1996. 
It  is  a new  class  of  server  software  that  automatically  builds  and  maintains  a common  directory  of  resources,  cataloging 
and  indexing  information  so  users  can  locate  and  access  it  regardless  of  where  the  information  is  stored  on  Intranets. 

Netscape  Commercial  Applications 

Netsc  ipe  commercial  applications  are  designed  to  enable  organizations  to  conduct  electronic  commerce  on  the  Inte  net.  These 
applications  address  different  business  needs,  including  the  presentation  of  multimedia  formats,  support  for  large  numbers  of 
mere!  ants  and  products,  the  need  for  real-time  data  management,  support  for  special  communities  of  interest,  and  a itomation  of 
high  ' olumes  of  on-line  transactions. 

All  cc  mmercial  applications  use  the  Netscape  Commerce  Server,  which  provides  data  encryption,  and  are  listed  below. 

• Netscape  Merchant  System™  enables  large  retailers  or  merchants  to  create  and  manage  virtual  storefronts. 

• Netscape  Publishing  System™  is  designed  for  publishers  who  want  to  create  subscription-based  on-line  pu  plications.  It 
provides  publishers  with  integrated  software  for  organizing,  customizing,  and  delivering  text,  graphics,  aucio,  or  video 
to  Internet  users.  It  also  provides  billing  models,  access  control,  and  integrated  credit  card  authorization  and  billing 
mechanisms. 

• Netscape  Community  System™  gives  organizations  the  ability  to  create  and  foster  virtual  communities  based  on  shared 
interests.  It  supports  E-mail,  real-time  chat  services,  and  private  discussion  groups. 

• Netscape  I-Store™  provides  the  commercial  data  management,  on-line  credit  card  authorization,  billing,  and  order 
processing  capabilities  required  for  a single  merchant  to  build  and  manage  a virtual  storefront  on  the  Internet. 

Netscape  Development  Tools 

Netscape's  development  tools,  which  are  currently  in  beta  testing,  allow  developers  to  create  and  manage  live  on-line 
applications  that  combine  multimedia  content  with  application  logic  and  database  connectivity. 


Netscape  LiveWire,  scheduled  for  availability  in  mid- 1996,  is  a visual  application  development  tool  for  creating  live  on-line 
applications  and  managing  Web  sites. 

Netscape  LiveWire  Pro  adds  database  connectivity  to  the  Netscape  LiveWire  environment  for  information  management  and 
integration  with  existing  databases. 
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Co  llabra  Share 

Collabra  Share,  acquired  with  Collabra  Software  in  late  1995,  is  a group  conferencing  product  to  make  teams  more  effective, 
collaboration  more  affordable,  and  organizational  learning  automatic. 


• Collabra  Share  forums  provide  a place  to  discuss  key  issues,  solicit  input,  communicate  decisions,  and  store  important 
documents.  It  allows  users  to  participate  in  virtual  meetings  that  break  down  barriers  of  time,  distance,  and  organization. 

• Popular  applications  include  product  development,  help  desks,  customer  service,  reengineering,  project  management, 
task  forces,  ISO  9000,  company  announcements,  and  human  resources. 

• Collabra  Share  also  offers  connectivity  to  a range  of  other  products  and  technologies  with  Collabra  Share  Agents.  These 
agents  include  links  to  other  information  sources  such  as  Internet  Newsgroups,  Lotus  Notes,  on-line  news  feeds,  E-mail 
participants,  and  replication  across  the  entire  company  or  to  other  partners. 

Services 


Support  programs  provided  by  Netscape  include  the  following: 

• Netscape  HelpDesk  Support:  Netscape  offers  an  annual  support  program  for  organizations  that  need  to  support  a large- 
scale  deployment  of  Netscape  Navigator  software  internally  and  for  authorized  VARs  and  systems  integrators  providing 
direct  support  to  their  customers.  Services  include  access  to  technical  experts,  support  and  training  materials,  support 
tools,  call  histories,  maintenance  releases,  and  software  updates. 

• Netscape  Consultation  Support:  Netscape  offers  support  through  a toll-free  telephone  number  on  a time-and-materials 
basis  to  individuals  and  small  groups  using  Netscape  Navigator  software.  Services  include  on-line  technical  support  and 
bug  fixes  or  software  releases  as  required. 

• Netscape  Server  Annual  Support:  Netscape  offers  an  annual  support  program  targeted  at  system  administrators  who  have 
licensed  Netscape  servers.  Services  are  similar  to  those  in  Netscape  HelpDesk  Support,  but  are  oriented  toward  the 
Netscape  server  software. 

• Netscape  Premium  Support:  Netscape  offers  medium-sized  and  large  organizations  and  strategic  partners  24-hour 
support,  partner-specific  training  and  consulting,  on-line  access  to  support  information,  and  early  access  to  new  software 
releases. 

• Consulting  services  are  provided  by  Netscape  for  particularly  complex  application  design,  integration,  and  installation. 
These  services  are  provided  at  negotiated  rates  and  typically  include  on-site  support  during  the  installation  process  by 
Netscape  engineers. 

• Training:  Includes  hands-on  courses  and  materials  to  resellers  and  users  covering  installation,  configuration,  and 
troubleshooting.  Other  courses  cover  security  and  encryption,  user  support,  data  loading  and  content  creation,  HTML 
user  interface  design,  HTML  template  scripting,  and  integration  with  the  database. 

• Advertising  space  is  provided  on  Netscape's  most  frequently  visited  Web  pages  to  advertisers  to  display  their  logo  or 
message  on  a hyperlinked  button  with  access  to  their  Web  site.  Netscape  charges  a monthly  fee  for  the  advertising  spots 
which  varies  depending  on  the  specific  page  location  and  the  number  of  visits  to  the  page. 

Marketing  and  Sales 


Netscape's  marketing  strategy  includes: 


• Marketing  on  the  Internet 

• Target  marketing,  focusing  direct  marketing  efforts  on  new  electronic  merchants,  companies  publishing  on  the  Web,  and 
decision  makers  using  the  Internet  for  internal  use  in  medium  and  large  enterprises 

• Marketing  to  PC  users  in  both  the  business  and  home  markets,  with  retail  distribution  through  national  resellers,  reseller 
agreements  with  Internet  access  providers,  and  bundling  arrangements  with  PC  hardware  and  software  OEMs 

Netscape  currently  provides  its  products  through  the  following  channels: 

Direct  sales  channels  include  the  following: 


• The  direct  sales  force  targets  medium  to  large  organizations,  including  telecommunications  companies,  manufacturers, 
retailers,  publishers,  and  financial  services  companies,  for  Internet  commerce  and  enterprise  applications  market 
opportunities. 

• The  telesales  organization,  based  in  Mountain  View,  receives  customer  orders  and  proactively  contacts  potential 
customers. 

• Netscape  offers  its  products  and  services  electronically  via  the  Internet  through  an  implementation  of  Netscape's 
Merchant  System  commercial  application. 
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Indirect  channels  include  distribution  through  OEMs,  systems  integrators,  VARs,  and  software  retailers. 


• Netscape  has  established  OEM  relationships  to  leverage  its  sales  efforts.  The  company  has  OEM  reseller  agreements 
with  companies  such  as  Apple,  AT&T,  Compaq,  Deutsche,  Digital,  Fujitsu  Limited,  Hewlett-Packard,  IBM,  Informix, 
Intuit,  Novell,  Mitsubishi,  Olivetti,  Siemens  Nixdorf,  Silicon  Graphics,  Sony,  Sun  Microsystems,  Sybase,  and  Toshiba 
to  bundle  Netscape's  server  or  client  software  with  certain  of  their  product  offerings. 

• Telecommunications  and  on-line  service  companies,  as  providers  of  Internet  access,  also  sell  Netscape's  products  to 
individual  business  and  home  PC  users  for  personal  information  publishing,  browsing,  and  shopping.  Netscape 
Navigator  is  available  through  more  than  150  Internet  service  providers  across  the  U.S.  and  Canada.  Netscape  has 
relationships  with  companies  such  as  AT&T  WorldNet  Service,  America  Online,  Bell  Atlantic,  CompuServe,  Concentric 
Research,  GE  Information  Services,  First  Data  Corporation,  and  NETCOM  On-Line  Communications  Services. 

• Customers  can  also  purchase  Netscape  Navigator  Personal  Edition  software  through  a network  of  retail  distributors  in 
North  America.  Ventana  Communications  Inc.,  a domestic  retail  distributor,  accounted  for  11%  of  total  revenue  for 
Netscape  in  1995. 


In  March  1 996,  Netscape  announced  three  new  marketing  and  support  programs  for  its  channel  partners. 


• The  Netscape  AffiliatePlus  Partner  program  offers  technical  and  marketing  support  for  resellers  of  Netscape's  software, 
including  client,  server,  and  tools  products. 

« The  Netscape  Commercial  Application  Partner  program  authorizes  systems  integrators,  resellers,  and  consultants  to  sell, 
install,  and  service  Netscape  commercial  applications.  These  partners  receive  marketing  and  technical  support  material 
and  have  access  to  Netscape's  professional  services  organization. 
u>  The  Netscape  Education  Partner  program  enables  Netscape  distributors,  training  organizations,  and  individuals  to  be 
authorized  to  resell  and  conduct  training  on  Netscape  products. 

Alliances 


In  addition  to  the  partnerships  described  above,  Netscape  has  the  following  alliances/agreements: 


u In  April  1996,  Netscape  and  GE  Information  Services  established  Actra  Business  Systems  L.L.C.,  a joint  v enture  that 
will  develop  and  market  software  for  Internet-based  business-to-business  electronic  commerce. 

a In  April  1996,  Netscape  announced  that  Bell  Atlantic  will  provide  cobranded  Netscape  software  to  its  busi  less  and 
residential  customers. 

v In  April  1996,  Hewlett-Packard  announced  plans  to  offer  Netscape  Navigator  software  as  part  of  the  HP  B;  oadband 
Internet  Delivery  System. 

v In  April  1996,  Netscape  and  PointCast  Incorporated  announced  plans  to  jointly  market  Netscape  Navigatoi  Internet 
client  software  and  the  PointCast  Network,  a free  service  that  broadcasts  news  and  information  directly  to  ; viewer's 
computer  screen. 

i>  In  February  1996,  AT&T  announced  that  a preconfigured  version  of  Netscape  Navigator  software  is  available  for  its 
dial-up  AT&T  WorldNet  Services  at  no  extra  charge  to  help  its  subscribers  navigate  the  Internet. 

u In  December  1995,  Netscape  and  Sun  Microsystems  announced  JavaScript™,  an  open,  cross-platform  objc  ct  scripting 
language  for  creating  and  customizing  Internet  and  Intranet  applications,  with  28  companies  endorsing  the  technology  as 
an  open  standard. 

o Netscape  has  established  relationships  with  computer  hardware  manufacturers,  systems  integrators,  trading  houses,  and 
other  companies  in  Japan,  including  Information  Services  Intemational-Dentsu,  Itochu  Techno-Science  Cc  poration, 
Mitsubishi,  NEC,  NTT  PC  Communications,  Softbank  Corp.,  Software  Japan  International,  Sony,  and  Toshiba,  to 
bundle  their  products  with  Netscape  software. 

Competition 


Netscape's  competitors  include  the  following: 


• Browser  software  vendors  , including  Spry,  Inc.  (a  subsidiary  of  CompuServe),  Spyglass,  NetManage,  Network 
Computing  Devices,  and  Quarterdeck  Office  Systems.  In  addition,  the  NCSA  at  the  University  of  Illinois  distributes  its 
product,  NCSA  Mosaic,  for  free  for  noncommercial  use  (Spyglass  has  an  exclusive  license  for  NCSA  Mosaic  and  is 
actively  sublicensing  it  to  other  commercial  vendors). 

» Server  software  and  services  vendors  offering  Web  server  products  include  Microsoft,  IBM,  Oracle,  Novell,  Spyglass, 
Open  Market  Inc.,  Quarterdeck,  and  O'Reilly  & Associates. 

• PC  and  UNIX  software  vendors,  including  Microsoft,  IBM,  and  Apple,  are  incorporating  or  may  incorporate  client 
software  and  Web  server  software  into  their  operating  systems  as  standard  features.  Netscape  also  expects  UNIX 
operating  systems  vendors,  such  as  Sun,  Hewlett-Packard,  Digital,  SCO,  and  Silicon  Graphics,  to  incorporate  Web  client 
and  server  software  into  their  operating  systems. 

• Internet-based  groupware  software  —Lotus,  Radnet,  Action  Technologies 
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• Other—  Competition  also  comes  from  a range  of  vendors  that  provide  client/server  applications  and  tools,  multimedia, 
document  management,  networking  software,  network  management,  and  educational  software. 


Netscape's  strengths  include: 

• Founder  Jim  Clark's  foresight 

• Overwhelming  share  of  the  Web  browser  market 

• Commitment  to  open  standards 

• Rapid  software  development  cycles 

Challenges  over  the  coming  year  include: 

• Importing  Collabra  software  to  its  Internet  browser  without  disrupting  current  Collabra  customer  base 

• Competition  from  Open  Market,  Inc.  for  transaction  Web  servers 

• Competition  from  Microsoft 


Assessment 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com- 
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05/15/1998  Headquarters 

3141  Fairview  Park  Dr. 

Suite  400 

Falls  Church,  VA  22042 
U.S. 

Phone:  Fax: 

703  641  8511  703  641  8517 

Company  Web  Site: 

http://www.noblestar.com 


Summary  Info 

CEO:  Paul  Pocialik 

Status:  Private 

Employees:  400(04/1998) 

Revenue:  N/A 

Capability  Profiles 

CAPABILITY  REGION 

Baan  Services  U.S. 


No  main  company  profile  is  available  for  this  company. 
Click  on  one  of  the  Capability  Profile  links 
to  view  this  company's  capabihty  profile  in  the  market  fisted. 
For  INPUT Hotline  Support,  submit  e-mail  to  hotline@input.com 

Copyright  INPUT  1999.  All  Rights  Reserved. 
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INPUT 

Vendor 

Profile 


03/01/1996  Headquarters 

1555  North  Technology  Way 

Orem,  UT  84057 

U.S. 

Phone:  Fax: 

(801)  429-7000  (80 1 ) 429-5555 

Company  Web  Site: 

http://www.novell.com 


Key  Points 


Novell,  Inc. 


Search 


President/CEO: 

Status: 

Employees: 

Revenue: 


Summary  Info 

Robert  J.  Frankenberg 
Public 

6,400  (03/1996) 

$ 1,374.9  mil 


Year  End 


Oct-1996 


• Novell,  Inc.  is  a systems  software  company  that  develops  and  markets  network  services  and  operating  systems  software 
products,  as  well  as  application  programming  tools. 

* In  March  1 996,  Novell  agreed  to  license  the  Java  programming  language  from  Sun  Microsystems.  The  company  plans  to 
use  Java,  which  allows  developers  to  create  programs  for  the  Internet's  World  Wide  Web,  with  its  NetWare  operating 
system. 

* In  March  1 996,  the  company  announced  a two-phase  program  for  implementing  its  NetWare  Directory  Services  (NDS) 
on  Microsoft  Windows  NT. 

• In  the  first  quarter  of  fiscal  1996,  Novell  reduced  its  work  force  and  instituted  cost  control  measures  in  support  of  efforts 
to  refocus  the  company  to  network  software. 

e In  February  1996,  under  the  terms  of  its  strategic  partnership,  BEA  became  the  exclusive  developer  and  di:  tributor  of 
Novell's  TUXEDO®  System  on  UNIX,  NT  and  all  non-NetWare  platforms.  Most  Novell  TUXEDO  emplo  vees  have 
now  moved  to  BEA. 

o In  January  1996,  Novell  announced  the  reorganization  of  its  product  organization  to  reflect  its  new  focus  o t network 
software  products.  The  new  Novell  Products  Group  consolidates  the  Systems  Applications,  and  Informatio  t Access  and 
Management  Groups  into  a single  organization  with  three  market  units. 

o In  January  1996,  Novell  agreed  to  sell  its  personal  productivity  applications  product  line  to  Corel  Corporat  on,  a 
developer  of  PC  graphics  and  multimedia  software. 

o Products  included  the  PerfectOffice  application  suite,  WordPerfect  word  processing  applications,  QuattroPro 
spreadsheet  and  related  software. 

o Corel  will  also  license  GroupWise  client  software  and  Envoy  electronic  publishing  software  from  'Jovell  for  a 
minimum  royalty  obligation  of  $70  million  over  the  next  five  years. 

o Novell  will  receive  9.95  million  shares  (20%)  of  Corel’s  outstanding  common  stock  and  $10.75  million  in  cash. 

o In  December  1995,  Novell  sold  its  UnixWare  product  line  to  the  Santa  Cruz  Operation,  Inc.  (SCO),  resulting  in  Novell's 
ownership  of  approximately  6.1  million  shares  (17%)  of  outstanding  SCO  common  stock.  Novell  will  rece  ve  a revenue 
stream  from  the  sold  UnixWare  business,  not  to  exceed  $84  million  net  present  value,  over  the  next  five  ye  ars. 

Company  Description 


Noveil,  Inc.,  founded  in  1983,  is  an  information  systems  software  company  that  develops,  markets  and  services  specialized 
operadng  system  products  and  networking  services.  Novell's  products  provide  matched  software  components  for  distributing 
information  resources  within  local,  wide-area  and  internetworked  information  systems. 


During  the  first  quarter  of  fiscal  1996,  Novell  repurchased  approximately  7 million  shares  of  its  common  stock  for  $106  million. 
The  Board  of  Directors  has  authorized  the  repurchase  of  up  to  37  million  shares  of  common  stock  through  October  1 996. 

Organization  and  Structure 


In  fiscal  1994  and  the  majority  of  fiscal  1995,  Novell  operated  through  four  operational  groups  as  follows: 


• NetWare  Systems  Group  (NSG)  provided  operating  systems  software  and  network  services  products  for  NetWare 
networks. 

• UNIX  System  Group  (USG)  provided  a range  of  UNIX  operating  systems  and  UNIX  connectivity  products. 

• Novell  Applications  Group  (NAG)  was  responsible  for  the  development  of  personal  and  group  productivity  products 
and  consumer  applications. 
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• Information  Access  and  Management  Group  (IAMG)  was  responsible  for  Novell's  LAN  Workplace  TCP/IP  software 
product  line. 

Novell  has  restructured  its  organization  and  is  now  operating  with  one  consolidated  product  group— the  Novell  Products  Group. 
This  group,  organized  in  January  1 996,  will  focus  product  development  and  marketing  on  growth  markets  for  network  software 
and  the  delivery  of  integrated  network  solutions. 


• Novell  Products  Group  has  consolidated  the  Systems,  Applications,  and  Information  Access  and  Management  Groups 
into  a single  organization  to  include  three  new  market  units  and  a new  operations  unit: 

o Internet/Intranet  —markets  application-level  products  for  the  Internet,  the  NetWare  Web  Server  for  intranet 
and  Internet  access  and  publishing,  and  technology  to  support  managed  Internet  and  commerce  services  through 
NetWare  Connect  Services  (NCS).  The  unit  is  also  advancing  Novell's  GroupWise™  family  of  groupware 
products  for  use  with  the  Internet,  and  is  carrying  forward  Novell  Embedded  Systems  Technology  (NEST)  as  a 
high-performance  solution  for  integrating  powerline  and  cable  systems  with  the  Internet, 
o Distributed  Networks  —addresses  the  network  solution  needs  of  organizations  connecting  multiple  LANs  and 
business  sites.  This  unit  is  also  responsible  for  continued  development  of  the  core  NetWare  operating  system 
platform,  Novell's  smart  network  services,  integrated  back-office  solutions  network  and  desktop  management 
solutions,  and  the  initiative  code-named  Net2000  to  provide  development  with  common  interfaces  to  network 
services. 

o Small-Office/Home  Office  (SOHO)— focused  on  integrated  solutions  for  SOHO  customers  and  other  single- 
site market  segments,  through  access  to  managed  WAN  and  Internet  service  through  NCS,  outsourcing  of 
network  management  with  Novell's  ManageWise  product,  and  integration  of  NetWare  with  GroupWise 
network-based  messaging. 

o Group  Operations  —provides  coordination  across  the  group  in  finance,  product  marketing,  business 

development,  strategic  business  planning,  developer  relations,  process  development,  and  management  training. 


Novell  Education  provides  education  programs  and  training  courses  for  each  segment  of  the  network  computing  industry. 


Novell  Technical  Services  provides  technical  support  alternatives  from  which  users  may  choose  for  support  services.  These 
include  the  worldwide  service  and  support  organization,  the  Technical  Support  Alliance,  the  Certified  Novell  Engineer  program, 
the  Independent  Manufacturer  Support  Program  and  the  Client/Server  Testing  Program. 


Worldwide  operations  of  the  corporation  are  directed  from  Novell's  corporate  headquarters  in  Orem  (UT)  and  its  sales  and 
marketing  facilities  in  San  Jose  (CA).  Domestic  offices  are  in  Arizona,  California,  Colorado,  Connecticut,  the  District  of 
Columbia,  Florida,  Georgia,  Illinois,  Massachusetts,  Michigan,  Minnesota,  Missouri,  New  Jersey,  New  York,  North  Carolina, 
Ohio,  Oregon,  Pennsylvania,  Tennessee,  Texas,  Utah,  and  Washington. 


Novell  has  international  subsidiary  companies  located  in  Argentina,  Australia,  Austria,  Belgium,  Brazil,  Canada,  Chile,  the 
People's  Republic  of  China,  Columbia,  the  Czech  Republic,  Denmark,  Finland,  France,  Germany,  Hong  Kong,  Hungary,  India, 
Ireland,  Italy,  Japan,  Korea,  Malaysia,  Mexico,  the  Netherlands,  Norway,  Poland,  Portugal,  Singapore,  South  Africa,  Spain, 
Sweden,  Switzerland,  Taiwan,  the  United  Arab  Emirates,  the  U.K.,  and  Venezuela. 

Company  Strategy 


Novell's  vision  is  to  be  a leader  in  the  convergence  of  workgroup  and  enterprise  networks  with  the  Internet.  By  partnering  with 
leading  worldwide  computer  hardware  and  software  developers,  telecommunications  carriers,  and  content  providers,  Novell's 
goal  is  to  build  the  Smart  Global  Network™,  a managed  Internet  that  provides  access  to  information  anytime,  anyplace.  The 
company's  mission  is  to  enable  one  billion  network  connections  by  the  year  2000. 


Novell  and  its  partners  are  employing  five  strategic  initiatives  to  achieve  this  goal: 


• Providing  smart  networks  that  are  easy  to  manage  and  use  and  that  are  capable  of  connecting  people  with  each  other,  the 
information  they  need,  and  the  systems  upon  which  they  rely 

• Interconnecting  smart  networks,  making  Novell  networks  global  in  reach  and  an  integral  part  of  the  Internet 

• Standardizing  developer  interfaces,  enabling  developers  to  create  cross-platform  applications  that  can  exploit  the  Smart 
Global  Network 

• Providing  rich  network  access  through  GroupWare  and  other  network  applications,  enabling  users  to  access  network 
services  for  communication  and  collaboration 

• Expanding  network  access  beyond  LANs  and  PCs  to  connect  intelligent  devices  of  every  kind 

Novell's  strategy  in  1996  is  to  refocus  the  company  to  network  software.  The  company's  key  focus  will  be  on  its  global  directory 
service,  the  NetWare  Directory  Service  (NDS).  In  addition,  the  company  will  concentrate  on  NetWare  Connect  Services  (NCS), 
Novell  Embedded  Systems  Technology  (NEST)  and  TUXEDO. 

During  the  second  quarter  of  fiscal  1 996,  the  company  will  implement  a change  in  its  traditional  distribution  stocking  policy  to 
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address  the  trend  toward  multiproduct  network  software  licensing  programs. 

Novell  had  traditionally  maintained  high  channel  inventories  of  individually  packaged  software  products,  but  now 
intends  to  reduce  these  inventories  by  up  to  $225  million,  due  to  the  increasing  proportion  of  sales  through  channel 
partner  and  customer  license  agreements. 

This  reduction  is  expected  to  decrease  second-quarter  revenue,  as  well  as  create  a moderate  quarterly  loss. 

The  resetting  of  channel  inventories  is  expected  to  improve  inventory  turns  and  profits  for  channel  partners  as  well  as 
reduce  cost-of-goods  and  channel  promotion  costs  for  Novell. 

Financials 


Total  fiscal  1 995  revenue  reached  more  than  $2  billion,  a 2%  increase  over  fiscal  1 994  revenue  of  $ 1 ,998. 1 million.  Net  income 
was  $338.3  million  in  fiscal  1 995,  compared  to  net  income  of  $206.7  million  in  fiscal  1 994.  On  a pro  forma  basis  that  excludes  a 
nonrecurring  Unix  license  buyout  and  acquisition  related  expenses,  1 994  revenue  was  $ 1 ,9 1 7.6  million  and  net  income  was  $298 
million.  A five-year  financial  summary  is  shown  on  the  following  page. 

Revenue  from  NetWare  network  operating  system  software  in  fiscal  1 995  grew  1 9%  over  the  previous  year.  Novell's  other 
network  and  systems  software  revenue  grew  by  $600  million.  These  gains  were  offset  by  a $122  million  decline  in  personal 
productivity  applications  revenue. 


Novell,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year  End 

Item 

10/95 

1 0/94(a) 

10/93 

10/92 

10/91 

Revenue 

$2,014.2 

$1,917.6 

$1,830.4 

$1,512.5 

$1,262.1 

• Percent  change  from 

previous  year 

5% 

5% 

21% 

20% 

26% 

Inco  ne  before  taxes 

$508.7 

$297.4 

$138.2 

$461.8 

$461.2 

• Percent  change  from 

previous  year 

71% 

115% 

(70%) 



31% 

Net  income 

$338.3 

$206.7 

$40.7 

$322.0 

$363.3 

• Percent  change  from 

previous  year 

64% 

408% 

(87%) 

11% 

24 

Earn  ings  per  share 

$0.90 

$0.56 

$0.11 

$0.90 

$ ii  .05 

• Percent  change  from 

previous  year 

61% 

409% 

(88%) 

(14%) 

17% 

(a)  1994 figures  adjusted  to  exclude  nonrecurring  Unix  license  revenue  and  acquisition-related  expense. 


Product  development  expenditures  were  approximately  $368  million  (18%  of  revenue)  in  fiscal  1995,  compared  to  $347  million 
(17%  of  revenue)  in  fiscal  1994  and  $290  million  (16%  of  revenue)  in  fiscal  1993. 

Revenue  Analysis  by  Product/Service 

Through  fiscal  1 995,  Novell  operated  within  four  product  groups.  A three-year  summary  of  source  of  revenue  by  these  product 
groups  appears  on  the  following  page. 

• NSG  revenue  growth  of  1 6%  in  fiscal  1 995  was  attributed  to  increases  in  the 
NetWare  4 product,  offset  by  declines  in  NetWare  3 and  other  NSG  products. 

• The  decrease  of  1 7%  in  NAG  revenue  was  primarily  the  result  of  a decrease  in  WordPerfect  revenue,  offset  by  increases 
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in  GroupWise  and  the  PerfectOffice  suite. 

o The  personal  productivity  applications  product  line,  sold  to  Corel  Corporation  in  January  1996,  accounted  for 
$407  million  of  revenue. 

• On  a pro  fonna  basis,  USG  experienced  a 7%  revenue  growth  year  to  year.  Including  the  fiscal  1994  charges,  USG 
revenue  decreased  57%  in  fiscal  1995.  This  decrease  was  attributed  to  the  one-time  fully  paid  license  for  UNIX 
technology  sold  to  Sun  Microsystems  for  $8 1 million,  representing  4%  of  total  revenue  in  fiscal  1 994. 

• IAMG  revenue  growth  of  9%  in  fiscal  1995  was  mainly  attributable  to  host  connectivity  products. 


Novell,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year  End 

10/95 

1 0/94(a) 

10/93 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

Product/Service 

$ 

Total 

$ 

Total 

$ 

Total 

- NSG  products 

$1,062.5 

52% 

$912.9 

48% 

$825.6 

45% 

- USG  Products 

103.2 

5% 

96.5 

5% 

49.3 

3% 

- IAMG  Products 

250.3 

12% 

229.2 

12% 

168.6 

9% 

- NAG  Products 

479.3 

24% 

577.4 

30% 

707.5 

39% 

- Education  and  support  services 

145.9 

7% 

101.6 

5% 

79.4 

4% 

Total 

$2,041.2 

100% 

$1,917.6 

100% 

$1,830.4 

100% 

(a)  1994 figures  adjusted  to  exclude  nonrecurring  Unix  license  revenue  and  acquisition-related  expense. 


Interim  Results 

Novell  reported  net  revenue  of  $438  million  for  the  three  months  ending  January  27,  1996,  a decline  of  1 1%  from  net  revenue  of 
$493.2  million  during  the  same  period  in  1 995.  Net  income  for  the  period  was  $64  million,  down  21%  from  $8 1 .5  million  posted 
for  the  same  period  a year  ago. 


• Revenue  from  NetWare  network  operating  system  software  totaled  $228  million  during  the  period. 

o NetWare  4 contributed  approximately  58%  ($131  million)  of  total  NetWare  revenue,  growing  80%  year  to  year, 
o NetWare  3 declines  partially  offset  increases  in  NetWare  4 revenue. 

• GroupWise  (Novell's  electronic  messaging  and  workgroup  application)  revenue  was  $21  million,  a 3%  increase  over  the 
same  period  in  1 995. 

• Business  applications  products  revenue  fell  to  $42  million,  a decline  of  67%  from  the  same  period  the  previous  year. 

Market  Financials 


Novell's  products  cater  to  all  industries,  from  individual  users  and  small  businesses  to  government,  higher  education  and  large 
commercial  organizations. 

Geographic  Markets 


Approximately  53%  of  Novell's  fiscal  1995  revenue  was  derived  from  the  U.S.  and  the  remaining  47%  from  other  international 
sources.  International  revenue  included  $568  million  (28%)  from  Europe,  the  Middle  East  and  Africa,  $292  million  (14%)  from 
Asia/Pacific,  and  $99  million  (5%)  from  Canada  and  the  Americas. 


A three-year  geographic  source  of  revenue  summary  follows. 


Novell,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year  End 

10/95 

1 0/94(a) 

10/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$1,081.5 

53% 

$1,057.0 

55% 

$1,043.3 

57% 
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International 

959.7 

47% 

860.6 

45%  787.1  ||43% 

Total 

$2,041.2 

100% 

$1,917.6 

100% 

$1,830.4 

100% 

(a)  1994 figures  adjusted  to  exclude  nonrecurring  Unix  license  revenue  and  acquisition-related  expense. 


Employees 


As  of  December  3 1 , 1995,  Novell  had  approximately  7,272  employees,  segmented  as  follows: 


Marketing  and  sales 2,004 

Product  development 2,556 

General  and  administration 972 

Service,  support,  education 

and  operations 1,740 


.7,272 


Of  the  7,272  employees,  404  were  located  in  the  U.S.  field  offices  and  1,733  in  international  offices.  The  remaining  5,135 
worked  out  of  Novell's  facilities  in  Utah,  California  and  New  Jersey. 

The  company  currently  has  6,400  employees. 

Key  Products  and  Services 


Products 

Noveil  develops  and  markets  its  products  through  the  Novell  Products  Group  and  through  three  market  units:  Inter  let/Intranet, 
Distn  buted  Networks  and  Small  Office/Home  Office. 

Inter  net/Intranet 

The  unit  markets  application-level  products  for  the  Internet  and  technology  to  support  managed  Internet  and  comm  ;rce  services 
through  NetWare  Connect  Services  (NCS). 

Novell's  internetworking  products  tie  local  NetWare  networks  into  wide  area  networks,  assisting  customers  as  they  expand  their 
computing  resources.  The  company's  current  internetworking  products  include  NetWare  Connect  version  1 .0  and  tl  e NetWare 
Multi  Protocol  Router-basic  version  3.0. 


< NetWare  Connect  enables  remote  users  of  MS  Windows,  DOS,  and  Macintosh  to  dial  in  and  access  all  rest  urces 
available  on  a NetWare  network.  It  also  allows  network  users  to  dial  out  remotely  from  the  network, 
t NetWare  for  SAA  is  software  for  connecting  desktop  computers  with  IBM  system  370  and  AS/400  host  co  nputers. 
t NetWare  Navigator  is  for  centralized,  automated  software  and  data  distribution  for  Novell  networks, 
t NetWare  Embedded  Systems  Technology  (NEST)  allows  office  devices  (e.g.,  printers,  copiers,  faxes,  cellular 

telephones,  pagers)  and  non-office  devices  (e.g.,  set-top  cable  television  boxes  and  utility  meters)  to  be  networked  using 
NetWare  networks. 

* NetWare  Mobile— Synchronizes  data  used  by  mobile  users  with  network  data  when  the  users  reconnect  to  a network. 


GroupWise  4.1  is  a suite  of  workgroup  productivity  software  that  combines  E-mail,  personal  calendaring,  group  scheduling,  task 
management,  rules-based  message  management  and  workflow  routing  into  a single  application. 

• GroupWise  4. 1 Clients  for  Windows,  DOS,  Macintosh,  or  UNIX— provides  the  user  interface  for  the  messaging  system. 

• GroupWise  4. 1 Administration  for  DOS  or  SunOS,  packaged  with  the  client  software,  provides  the  messaging  system 
administration. 

NetWare  Web  Server  runs  on  NetWare  4 servers  for  both  internal  communication  and  external  publishing  on  the  Internet's 
World  Wide  Web.  NetWare  Web  Server  is  implemented  as  a set  of  NetWare  Loadable  Modules™  and  converts  the  NetWare  4. 1 
server  into  a platform  for  publishing  HyperText  Markup  Language  (HTML)  pages. 
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Distributed  Networks 

This  unit  addresses  the  network  solution  needs  of  organizations  connecting  multiple  LANs  and  business  sites.  It  is  responsible 
for  the  continued  development  of  Novell's  core  operating  system  platform,  NetWare,  previously  developed  through  the  NetWare 
Systems  Group  (NSG).  The  NetWare  family  includes  the  following  products: 

• NetWare  4-ln  March  1993,  Novell  introduced  the  NetWare  4 operating  system  which  demonstrates  how  one  server  can 
support  1 ,000  clients  or  one  client  can  access  1 ,000  servers.  Current  NetWare  4 products  include  NetWare  4. 1 , NetWare 
4. 1 SMP,  NetWare/IP  2. 1 NetWare  Clients™  and  NetWare  SFT  III™. 

• NetWare  3— NetWare  3 is  a 32-bit  network  operating  system  that  supports  DOS,  MS  Windows,  OS/2,  UNIX, 
Macintosh  and  the  IBM  SAA  environment. 

• NetWare  for  Macintosh— NetWare  for  Macintosh  allows  Macintosh,  DOS  and  OS/2  workstations  to  share  data  and 
resources  in  a network  environment.  It  comes  in  two  versions:  NetWare  for  Macintosh  4.01  and  NetWare  for  Macintosh 
3.12. 

• Personal  NetWare— Personal  NetWare  allows  users  to  connect  as  many  as  50  PCs  running  on  DOS  or  MS  Windows,  and 
share  hard  disks,  printers,  CDROM  drives  and  other  resources. 


Novell  continues  to  develop  and  market  the  TUXEDO  System  for  the  development  and  deployment  of  distributed  client/server 
applications  on  the  NetWare  platform. 

Distributed  Networks  also  supplies  TCP/IP  software  through  Novell's  LAN  Workplace  product  line,  previously  supplied 
through  Novell's  Information  Access  and  Management  Group  (LAMG). 


• LAN  Workplace— A connectivity  package  that  provides  users  with  concurrent  access  to  TCP/IP,  Internet  and  NetWare 
resources.  Available  for  DOS,  MS  Windows  and  Mac  users 

• LANalyzer— monitoring  and  analysis  tool  for  troubleshooting  NetWare  networks 

• ManageWise— An  integrated  set  of  management  services  that  monitors  and  controls  the  network  from  end  to  end, 
including  user  desktops,  servers  and  network  infrastructure 

• Novell's  NetWare  Telephony  Services  platform  and  Telephony  Services  API  (TSAPI)  enable  customers  to  connect 
computer  and  telephone  PBX  systems  in  integrated  network  solutions.  NetWare  Telephony  Services  applications  place 
and  route  calls,  report  system-wide  telephone  activity  and  provide  call-related  information  with  calls. 

• Network  Directory  Services™  (NDS™)  is  a new  technology  perfected  with  NetWare  that  forms  the  backbone  for 
pervasive  computing  and  provides  a network-wide  directory  of  users,  network  equipment,  systems,  data,  and  network 
services.  The  directory  is  a global  database  provided  by  NetWare  4 servers.  It  replaces  the  bindery,  which  supports  the 
operation  of  a single  NetWare  server;  NDS  supports  an  entire  network  of  servers. 

• In  March  1 996,  Novell  announced  a two-phase  program  for  implementing  its  NetWare  Directory  Services  (NDS)  on 
Microsoft  Windows  NT  servers.  The  first  phase  requires  a NetWare  server  on  the  LAN  to  run  NDS,  with  Windows  NT, 
and  the  second  phase  will  offer  NDS  running  natively  on  Windows  NT. 

• The  Net2000  Initiative  provides  developers  with  common  interfaces  to  network  services. 

Small-Office/Home  Office  (SOHO) 

This  unit  is  focused  on  integrated  solutions  designed  to  meet  the  special  requirements  of  SOHO  customers.  Novell  provides 
solutions  through  access  to  managed  WAN  and  Internet  service  with  NetWare  Connect  Services,  out-sourcing  of  network 
management  with  Novell's  ManageWise  product,  and  integration  of  NetWare  with  GroupWise  network -based  messaging. 


• The  GroupWise  (formerly  WordPerfect  Office),  InForms™,  and  SoftSolutions™  products  provide  users  with  E-mail, 
calendaring,  scheduling,  intelligent  forms,  workflow  and  document  management.  Novell's  NetWare  MHS,  a "store-and- 
forward"  message  handling  service,  and  Global  MHS  joined  GroupWise. 

• Main  Street®— Introduced  in  mid- 1 994,  Main  Street  is  an  expanding  suite  of  consumer  applications  targeted  to  three 
segments:  family  entertainment,  home  education,  and  personal  productivity. 

o Family  entertainment  applications  include  Wallobee  Jack  (interactive  cartoon  adventures);  Paper  Planes  (a 
multimedia  program  that  teaches  how  to  build  paper  planes);  and  Kap'n  Karaoke  (using  computers  to  sing 
favorite  tunes). 

o Home  education  applications  include  Read  with  Me  (interactive  software  programs  for  preschoolers  and  first 
graders);  Write  with  Me  (teaches  kids  ages  4 to  10  how  to  write);  Mental  Math  (helps  kids  ages  6 to  14  to 
improve  their  math  skills);  and  Memphis  Math:  Treasure  of  the  Tombs  (helps  kids  ages  8 to  14  master  fractions, 
decimals  and  percents). 

Service,  Support  and  Education 

Novell  offers  support  and  education  programs  along  with  training  courses  for  each  segment  of  the  network  computing  industry. 

Programs  offered  by  Novell  include: 
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• Technical  Support  Alliance  (TSA)— An  inter-company  system  for  quickly  resolving  problems  through  a network  of 
service.  More  than  52  leading  computing  product  vendors  have  joined  the  program  since  it  was  launched  in  the  spring  of 
1991. 

• Certified  Novell  Engineer  (CNE)— This  program  offers  training,  information  and  advanced  technical  telephone  support 
to  individuals,  after  which  they  earn  a CNE  title.  To  date,  more  than  50,000  people  have  earned  Certified  NetWare 
Engineer  (CNE)  status  through  training  available  through  Novell  Authorized  Education  centers,  worldwide. 

• Novell  Authorized  Education  Centers  (NAECs)— These  centers  offer  education  to  end  users  through  over  1 ,300 
independent  NAECs  worldwide.  In  addition,  the  company  also  offers  self-paced  training  products. 

• Novell  Labs— Novell  works  with  third-party  manufacturers,  through  its  Independent  Manufacturer  Support  Program 
(IMSP),  to  test  and  certify  hardware  and  software  components  for  interoperability  with  NetWare. 

• Client/Server  NetWare  Loadable  Module  (NLM)  Testing  Program— This  program  is  designed  to  allow  developers  to 
submit  client/server  NLM  applications  for  testing. 

• Enterprise  Developers  Program  is  a worldwide  consulting  program  to  provide  customers  with  ongoing  consulting, 
project  management  and  education  services. 

Market  Messenger  is  Novell's  world  wide  electronic  information  distribution  system.  Market  Messenger  consists  of  compact 
disc,  Internet  and  electronic  mail  services. 


* Market  Messenger  CD— a Windows-compliant  application  running  from  either  a local  CD  ROM  drive  or  off  a network 
server.  Market  Messenger  CD  provides  access  to  Novell's  library  of  marketing  information  using  the  company's  Envoy 
portable  document  software. 

» Market  Messenger  World-Wide— Novell's  World  Wide  Web  home  page  service  runs  on  a UnixWare  2 application  server 
and  includes  corporate  information,  press  announcements,  employment  opportunities  and  other  information, 
u Market  Messenger  World-Wide  Express  is  a Novell  GroupWise-based  service  that  provides  on-demand  access  to 
hundreds  of  Novell  documents  for  authorized  Novell  resellers  and  partners. 

Noveil's  NetWire  Web  site  provides  on-line  access  to  technical  support  information  for  customers  and  partners,  now  averaging 

250,000  hits  per  day. 

Marketing  and  Sales 


Novell  markets  its  products  through  its  offices  in  San  Jose  (CA),  Provo  and  Orem  (UT),  and  from  its  40  domestic  and  55 
international  sales  offices  in  over  30  countries  in  North  and  South  America,  Asia,  Europe,  Africa,  and  the  Middle  Last. 

The  company  sells  its  products  primarily  to  distributors,  who  in  turn  sell  to  retail  dealers.  As  of  December  3 1 , 1995 , there  were 
approximately  15  U.S.  and  80  international  distributors. 


Nove.l  also  sells  its  products  to  OEMs,  system  integrators,  and  value-added  resellers  (VARs),  as  well  as  directly  to 
approximately  450  large  corporations.  Novell  has  about  1,000  Platinum  Resellers,  3,000  Gold  Resellers  and  20,  00 ) Authorized 
Resel  lers  worldwide. 

Novell's  marketing  activities  include  distribution  of  sales  literature  and  press  releases,  advertising,  periodic  product 
announcements,  support  of  NetWare  user  groups,  publication  of  technical  and  other  articles,  industry  seminars,  conferences  and 
trade  shows.  The  company's  Professional  Developer's  Program  supports  independent  software  vendors  (ISVs)  and  independent 
hardv  'are  vendors  (IHVs)  in  developing  products  on  Novell  networks. 


Novell  markets  internationally  through  distributors  who  sell  to  dealers  and  end  users.  In  fiscal  1995,  sales  to  international 
customers  were  approximately  $960  million.  Sales  to  European  countries  were  56%  of  international  sales.  No  one  foreign 
country  accounted  for  more  than  10%  of  total  sales  in  any  period. 


The  company  had  one  multinational  distributor  in  1995,  accounting  for  15%  of  fiscal  1995  revenue. 


Alliances 


Partnerships 

In  March  1996,  Novell  announced  its  participation  in  the  Multimedia  Services  Affiliate  Forum,  a non  profit  organization  of  25 
leading  international  telecommunications  service  and  technology  providers  whose  goal  is  to  develop  interconnected  global 
networks  for  business  communications. 


• Novell,  Lotus  and  five  telecommunications  carriers,  AT&T,  Deutsche  Telkom,  NTT  Corp.,  Telstra,  and  Unisource, 
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established  the  first  plans  for  the  Multimedia  Services  Affiliate  Forum  in  1 995. 

• Other  companies  participating  the  Forum  include  Cisco,  Microsoft,  British  Telecommunications,  Korea  Telecom, 
Singapore  Telecom,  and  Telecom  Malaysia. 


In  February  1 996,  Novell  and  BEA  Systems  Inc.,  a Sunnyvale  (CA)-based  provider  of  enterprise  middleware  solutions,  entered 
into  a strategic  partnership,  naming  BEA  as  exclusive  developer  and  distributor  of  the  TUXEDO  System  for  all  operating 
systems  other  than  NetWare. 

• BEA  has  acquired  the  TUXEDO  development  team,  as  well  as  the  management,  marketing,  and  field  marketing 
organizations.  Joe  Menard,  vice  president  in  charge  of  the  TUXEDO  Business  Unit  at  Novell,  will  become  vice 
president  of  product  planning  and  strategy  at  BEA. 

• Novell  retained  a small  core  of  TUXEDO  developers  and  will  continue  to  develop  TUXEDO-based  applications  for 
NetWare. 

• This  partnership  supports  Novell's  strategy  to  enable  a Smart  Global  Network  by  extending  distributed  network  services 
across  multiple  client  and  server  platforms,  and  in  managed  Internet  solutions. 

In  January  1996,  Novell  and  Fremont  (CA)-based  Voysys  Corporation  announced  a partnership  and  development  agreement  to 
deliver  value-priced  voice  solutions  combining  network  information,  telephone  call  control  ,and  voice  processing  through 
Novell's  NetWare  Services  and  the  Telephony  Services  API  (TSAPI). 


• Voysys  Corporation,  a global  telephony  provider,  designs,  manufactures  and  markets  voice  communications  systems  for 
small  and  midsized  businesses  and  corporate  departments. 

• This  partnership  advances  Novell's  commitment  to  integrate  voice  capabilities  with  network  telephony. 

In  November  1995,  Novell  entered  into  an  agreement  with  TumQuay  Solutions  Limited  (TSL)  under  which  TSL  is  Novell's 
Vertical  Industry  Partner  for  the  financial  trading  market. 

• TSL  will  use  Novell  NetWare-compliant  software  products  for  distribution  within  the  financial  trading  market. 

• The  keystone  product  is  the  MTi  OpenTrade  platform  for  market  information  distribution. 

A representative  sample  of  other  strategic  partnerships  include: 


• Public  data  network  initiative:  AT&T  Business  Communication  Services;  Deutsche  Telkom,  Telstra,  Unisource,  Nippon 
Telephone  and  Telegraph 

• Network  system  solutions:  Apple  Computer,  Compaq  Computer,  Fujitsu/ICL,  Hewlett-Packard,  IBM,  NetScape, 
Olivetti,  SCO,  Unisys 

• Network  system  services:  Computer  Associates,  GeoWorks,  Hewlett-Packard,  IBM,  Informix,  Memorex/Telex,  Oracle, 
Sybase,  Xerox 

• Internetworking  and  management  support:  3Com,  Bay  Networks,  Cheyenne,  Cisco  Systems,  Intel 

• NESTed  NetWare:  Andover  Controls,  Canon,  Fujitsu,  General  Instruments,  Hewlett-Packard,  Intel,  Lexmark 
International,  Ricoh,  UtiliCorp  United,  Xerox 

• Enterprise  consulting  and  systems  integration:  Andersen  Consulting,  Computer  Task  Group,  BDM,  EDS,  GE  Computer 
Services 

• Service  and  support:  Digital  Equipment,  Hewlett-Packard,  IBM,  Memorex/Telex 

Competition 


Novell  competes  in  the  highly  competitive  market  for  network  operating  systems  and  related  systems  software. 

Novell's  network  operating  systems  software  competitors  include  Banyan  Systems,  Inc.  (VINES),  Microsoft  Corporation  (NT), 
and  Artisoft  Corporation  (LANtastic). 

INPUT  Assessment 


Novell's  major  strengths  can  be  summarized  as  follows: 

• Strong  understanding  and  management  of  networks 

• Strategic  partnerships  with  many  leading  information  technology  companies 

• Strong  market  position 

• Strong  technical  innovation 

• Broad  range  of  network  applications 
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• Large  installed  client  base 

• Strong  distribution  base 

• Strong  base  of  trained  Certified  Novell  Engineers 

Novell's  greatest  challenges  in  the  coming  year  will  be  to  implement  its  Internet  strategy,  and  to  increase  the  market  penetration 
of  its  NetWare  Directory  Services  (NDS). 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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NTT  Data 


UPDATED: 

04/30/1998 


Headquarters 


President/CEO: 

Status: 

Employees: 

Revenue: 


Summary  Info 


Tomeo  Kambayashi 
Public 

9,900  (04/1998) 

$ 5,300.0  mil 


Toyosu  Center  Building 
Toyosu  3-chome 
Koto-ku,  Tokyo  135 
Japan 

Phone: 

81-3-5546-8202 

Company  Web  Site: 

http://www.nttdata.com 


Key  Points 


• NTT  Data  Corporation  is  the  largest  information  services  company  in  Japan  and  the  second  largest 
information  services  company  in  the  world. 

• The  principal  services  offered  by  the  company  are  data  communications  and  systems  development 
services  including  the  management  and  maintenance  of  data  communications  systems. 

« NTT  Data  Corporation  opened  a Malaysia  branch  office  in  Kuala  Lumpur  in  May  1997,  adding  to  the 
existing  foreign  network  of  offices  in  Beijing,  China;  Hong  Kong;  the  United  States;  the  United  Kingdom; 
and  Singapore. 

t>  Foreign  offices  of  NTT  Data  Corporation  in  the  United  States  and  United  Kingdom  primarily  provide 
services  to  Japanese  companies  as  well  as  the  evaluation  of  IT  products,  services  and  company 
information  for  the  introduction  of  products  to  the  Japanese  market. 

< In  July  1996,  NTT  Data  established  the  Advanced  Information  Network  Services  Headquarters  to 
address  multimedia  markets  in  electronic  commerce,  CALS  and  other  internet-based  services  and 
products. 

i In  June  1996,  NTT  Data  established  the  UniSQL  Products  division  to  promote  the  construction  of 
database  management  systems  for  the  Internet,  Intranets,  and  CALS  and  related  systems. 

Organization  and  Structure 

NTT  Data  Corporation  began  operating  in  1967  as  the  Data  Communications  Bureau  of  Nippon  Telephone  and 
Teleg  raph  (NTT)  in  charge  of  developing  a nationwide,  public  sector  data  communications  system.  In  1988, 

NTT  Data  Communications  Systems  was  established  as  a wholly  owned  subsidiary  of  NTT. 

In  Jv.ne  1996,  the  company  officially  adopted  the  name  NTT  Data  Corporation  for  international  use. 

The  company  is  organized  into  divisions — each  division  has  a series  of  services  it  provides  to  its  maiket.  The 
follov/ing  are  the  major  operational  divisions  of  NTT  Data  Corporation  in  Japan,  excluding  its  27  subsidiaries 
and  8 affiliates: 

i Advanced  Information  Network  Services  Headquarters 
F acility  Management  Division 

• Financial  Systems  Sector 

• Industrial  Systems  Sector 

• Public  Administration  Systems  Sector 

i>  System  Management  Division 

« UniSQL  Products  Division 

The  divisions  are  matrixed  to  offer  professional  services  for  strategic  planning,  systems  planning,  systems 
design  and  installation,  and  systems  maintenance  and  facility  management  across  market  sectors. 
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Industries  served  by  NTT  Data  include  banking,  central  government,  construction,  finance,  health  services; 
hospitality,  insurance,  manufacturing,  and  regional  government. 

Financials 

Net  sales  in  1996  were  U.S.  $5.3  billion  with  a gross  profit  of  U.S.  $1.5  billion.  Of  the  total,  $2.9  billion  was 
attributed  to  data  communications  services,  $1.8  billion  was  for  systems  development  services,  and  $0.6  billion 
was  categorized  as  'other'. 

Employees 

NTT  Data  had  just  over  9,900  employees  as  of  April  1,  1998. 

Key  Products  and  Services 

NTT  Data  describes  its  array  of  services  as  a pyramid  with  systems  maintenance  & facility  management  at  the 
base,  and  systems  design  & installation,  systems  planning,  and  strategic  planning  respectively  occupying  the 
next  three  layers.  Yet,  the  life  cycle  of  information  systems  is  not  emphasized  in  NTT  Data's  marketing,  as  the 
company  goes  to  market  through  its  divisions.  Rather,  an  emphasis  is  put  on  the  practical  applications 
available,  as  described  below. 

The  Advanced  Information  Network  Services  group  offers  the  following  services: 

• Network  services — packet  exchange  services,  frame  relay  service,  and  IP  network  service 

• Network  integration — private  network  integration,  intranet,  optical  wireless  LAN  products,  and  mobile 
network  products 

• Internet  service  provider 

• Business-to-consumer  electronic  commerce — information  provider  services,  smart  card 
application  and  services,  and  electronic  money 

• Business-to-business  electronic  commerce — business  trading  services  and  CALS/EDI 
The  Financial  Systems  Sector  provides  the  following  services: 

• Capital  markets  systems 

• Corporate  electronic  banking  and  networks 

• Credit  card  systems 

• Insurance  industry  applications 

• Wide  area  networks 

The  Industrial  Systems  Sector  provides  the  following  services: 

• Accounting  systems 

• Core  business  operating  systems 

• Data  warehouse 

• Logistics  management 

• Personnel  and  payroll  management 

• Production  control 

• Network  service  systems 

• Regional  development  and  intelligent  buildings 
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• Satellite  communications 

• Multimedia 

• Package  service 

• Construction  services 

• IC  cards  and  other  card  technologies 

• Manufacturing  services 

• Voice  processing 

The  Public  Administration  Systems  Sector  provides  products  and  services  to  regional  and  central  government 
bodies  and  planning  agencies: 

• Comprehensive  administration  systems 

• Disaster  prevention  information  systems 

• Financial  accounting  systems  for  public  enterprise 

• Welfare  and  health  care  management  systems 

In  addition,  some  examples  of  completed  projects  for  governmental  bodies  are  an  on-line  postal  banking  system, 
a palent  authority  system,  and  an  automated  meteorological  data  acquisition  system. 

The  Systems  Management  Division  includes  services  such  as: 

«*  Hardware  maintenance 

» Installation  of  client/server  systems 

o Operation  management 

• Planning  and  development  of  designs  relating  to  system  management 

>*  System  performance  management 

The  UniSQL  Products  Division  offers  database  management  systems  for  the  Internet,  Intranets,  Ci\LS  and 
related  systems. 

New  Services 

a NTT  Data  in  1997  developed  an  Outsourcing  Center  for  on-line  banking.  The  service,  Star-A  ;e,  includes 
the  development,  maintenance,  and  operation  of  banking  systems.  Account  settlements,  informational 
services,  and  foreign  transactions  are  standard  with  options  to  add  international  bond  and  securities 
and  back  up  center  operations. 

,»  NTT  Data  is  offering  an  Internet  service  for  the  business  community,  Business  Network,  the  t has 

features  including  a toolbar,  service  menu,  and  travel  service  designed  for  business  users.  The  inaugural 
service  is  free,  with  subscription  fees  expected  to  be  introduced  sometime  in  the  second  quarter  of  fiscal 
1998.  NTT  Data  hopes  to  sign  300  companies  and  30,000  individuals  by  the  end  of  the  fiscal  year. 

« An  Internet  service  for  children  was  started  in  February  1998.  The  aim  of  Magnet  is  to  develop  virtual 
communities  with  various  elements  such  as  shop-lined  streets,  members'  homes,  furniture,  etc. 
Businesses  pay  to  set  up  branch  stores  within  the  virtual  community — i.e.,  links  to  their  web  pages. 
Magnet  members  receive  mail  ('magpost'),  a newspaper  ('magnetimes'),  and  access  to  a bulletin  board 
('magforum').  Services  are  free  of  charge,  but  may  carry  a charge  at  some  point  in  the  future.  NTT  Data 
hopes  to  have  more  than  100,000  subscribers  and  more  than  100  client  community  businesses  by  the 
end  of  fiscal  1998. 

Locations 


NTT  Data  is  headquartered  in  Tokyo,  with  10  regional  headquarters  and  one  additional  branch  office 
throughout  Japan.  Foreign  branches  are  located  in  China,  Hong  Kong,  Malaysia,  Singapore,  the  United 
Kingdom,  and  the  United  States. 
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In  the  United  States,  in  addition  to  a branch  office  in  New  York  there  is  a Technical  Center  in  California  for 
U.S. -based  technical  support  and  research. 

Alliances 

NTT  Data  has  alliances  with  Apple  Computer,  British  Telecom,  Broadvision,  General  Magic,  Hewlett-Packard, 
Lotus,  MCI,  Microsoft,  Novell,  Oracle  Corporation  of  Japan,  Picturetel,  Shanghai  Venus  Software  Co.  LTD 
(China),  Silicon  Graphics,  and  UniSQL. 

Competition 


Key  competitors  include  Fujitsu,  GEIS,  IBM,  NEC,  and  Siemens  Nixdorf. 

Assessment 

NTT  Data  has  further  expanded  its  influence  beyond  Japan  with  the  opening  of  the  Malaysia  office.  As 
Japanese  industrial  concerns  developed  their  Asian  operations,  NTT  Data  followed  to  provide  the  required  data 
communications  services.  Through  effective  partnering  with  third-party  software  vendors,  NTT  Data  has  been 
able  to  deliver  the  appropriate  technology  for  its  clients.  NTT  Data  may  consider  moving  more  aggressively  into 
electronic  commerce  in  Asia — 'electronic  marketplaces'  need  to  be  established  quickly  or  business  may  be  lost  to 
more  aggressive  total-solution  providers  such  as  IBM  Global  Services  and  GEIS. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com  ~ 
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O'Reilly  & Associates,  Inc. 


UPDATED:  „ . . 

08/01/1996  Headquarters 

103  Morris  Street 
Suite  A 

Sebastopol,  CA  95427 
U.S. 

Phone:  Fax: 

(707)829-0515  (707)829-0104 

Company  Web  Site: 

http://www.ora.com 


President: 

Status: 

Employees: 

Revenue: 


Summary  Info 

Timothy  F.  O'Reilly 
Private 
182 
N/A 


Company  Description 


O'Reilly  & Associates,  Inc.,  founded  in  1978,  is  a recognized  leader  in  technical  publishing  and  software  development, 
specializing  in  books  on  open  systems  and  Internet-related  software. 


The  company  was  originally  a technical  writing  consulting  company.  During  the  development  of  an  Internet  users  guide, 
O'Reilly  & Associates  developed  the  Global  Network  Navigator  (GNN),  a product  that  provided  an  "information  interface"  to 
the  Internet. 


O'Reilly  & Associates  sold  GNN,  the  first  advertiser-supported  site  on  the  Web,  to  America  Online,  Inc.  in  1995. 

The  company  continues  to  produce  extensive  Internet  and  technology-based  publications,  and  has  expanded  its  software 
offerings  to  include  server  software,  Web  conferencing  system  software,  and  Web  forms  construction  kits. 

Organization  and  Structure 

O'Reilly  & Associates  is  headquartered  in  Sebastopol  (CA). 

The  company  also  operates  Songline  Studios,  in  a joint  affiliation  with  America  Online  based  in  Sebastopol  (CA),  ; uid  a 
publi:  hing  subsidiary,  Travelers'  Tales,  Inc.,  based  in  San  Francisco  (CA). 

Key  executives  are  listed  below: 

O'Reilly  & Associates  Key  Executives 


Name 

Title 

|Tim  O'Reilly 

President 

Frank  Wilson 

Managing  Editor 

Brian  Erwin 

Marketing  & Sales  Director 

1 

. i 

The  company  has  three  distinct  business  units:  publishing,  software,  and  research. 


• The  publishing  business  unit  focuses  on  technical  issues. 
« The  software  business  unit  focuses  on  the  Web. 

« The  research  unit  focuses  on  Internet  statistics. 

Company  Strategy 


Company  President  Tim  O'Reilly  describes  O'Reilly  & Associates'  strategy  in  this  way: 
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"We  think  of  ourselves  not  as  a publisher,  but  as  a specialist  in  solving  information  problems. 

Our  product  development  process  is  to  follow  our  noses,  to  let  our  curiosity  and  our  sensitivity  to  'information  pain'  (whether 
caused  by  absence  or  overload)  lead  us  into  new  areas. 

As  technology  develops,  O'Reilly  & Associates  expect[s]  increasingly  to  be  in  the  software  business,  the  magazine  business,  the 
on-line  services  business...  all  of  which  are  increasingly  being  seen  as  different  faces  of  a single  information  business." 

Employees 

O'Reilly  & Associates  currently  has  approximately  182  employees. 

Key  Products  and  Services 

Internet  Software  Products 

O'Reilly's  software  business  is  directed  at  maintaining  the  Web  as  a peer-to-peer  medium,  with  the  ability  to  produce  information 
roughly  symmetrical  with  the  ability  to  consume  it. 

O'Reilly  & Associates'  current  software  offerings  are  as  follows: 

WebSite  1.1  is  a 32-bit  multithreaded  Web  server  that  lets  users  publish  and  maintain  a set  of  Web  documents,  control  access, 
index  desktop  directories,  and  use  a CGI  to  access  Excel,  FoxPro,  and  other  data  from  within  a Web  document. 


• WebSite  1.1  includes: 

o A graphical  interface  for  creating  virtual  servers,  and  supports  remote  administration,  password  authentication, 
and  access  control. 

o Webview,  a document  display  program,  HotDog,  an  HTML  editor,  Enhanced  Spyglass  Mosaic  2. 1,  a browser, 
SSI,  and  an  in-depth  480-page  user's  guide. 

• The  complete  version  of  WebSite  1 . 1 is  priced  at  $249,  and  a reduced- function  version  is  available  free  by  downloading 
over  the  Internet. 


WebSite  Professional  includes  all  of  the  features  contained  in  WebSite  1.1,  plus  the  following  functions: 

• Supports  Secure  Sockets  Layer  (SSL)  and  Secure  Hypertext  Transfer  Protocol 
(S-HTTP),  which  provide  cryptographic  security 

• Supports  several  forms  of  Common  Gateway  Interface  (CGI),  WebSite  API,  and  Java 

• Includes  a fully  documented  Java  software  development  kit  that  provides  support  for  server-side  programming 

• Includes  Cold  Fusion,  a database  application  development  tool  for  incorporating  database  information  into  Web 
documents 

• WebSite  Professional  is  currently  priced  at  $499. 

WebBoard  is  a multithreaded  conferencing  system  that  adds  on-line  conferencing  capability  to  any  Windows  Web  server  that 
fully  supports  the  Windows  CGI. 

• WebBoard  users  log  in  with  a unique  name  and  a password,  and  each  transaction  is  verified  to  ensure  a secure 
conferencing  environment. 

• Also  included  are  functions  such  as  E-mail,  user  listings,  top-ten  lists,  caller  logs,  and  bulletins. 

• WebBoard  is  priced  at  $ 1 49. 

PolyForm  is  a Web  forms  tool  that  helps  customers  make  Web  pages  interactive  and  fun  for  users. 

• PolyForm  works  with  any  Web  server  that  fully  supports  the  Windows  CGI  interface. 

• Product  users  can  order  products,  request  information,  provide  customer  feedback,  answer  surveys,  and  perform  other 
functions. 

• Each  form  can  be  configured  separately,  so  users  can  collect  and  store  response  data  as  well  as  recipient  information. 

• PolyForm  allows  information  submitted  on  a form  to  be  sent  to  a specific  E-mail  address  and  data  to  be  sent  back  to  the 
user  who  fills  out  the  form. 

• PolyForm  lists  for  $ 1 49. 
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Publications 

O'Reilly  & Associates  produces  an  array  of  publications,  primarily  of  a technical  nature. 


• The  company's  technical  books  cover  such  topics  as  Internet  programming,  Windows  95,  network  and  systems 
administration  (Internet,  UNIX  and  X,  security  issues),  UNIX  and  X,  programming  (UNIX,  C++,  C,  FORTRAN,  Oracle 
database,  multiplatform  computing,  and  graphics),  and  the  X Window  System. 

• Other  company  publications  address  health,  career,  and  business  issues. 

• Pricing  for  these  publications  ranges  from  $ 1 2.95  to  $59.95,  depending  on  the  information  provided  and  the  resources 
(e.g.  CD  ROM)  that  accompany  the  publication. 


O'Reilly  & Associates  also  publishes  a Travelers'  Tales  series  of  anthologies  that  are  organized  like  a guidebook,  but  also 
contain  true  stories  written  to  provide  the  most  in-depth  and  personal  picture  of  a particular  location.  The  Travelers'  Tales 
anthologies  are  $ 1 7.95. 

Clients 


Some  of  the  companies  that  use  O'Reilly's  products  include  IBM,  Tandem,  and  PSINet. 

Marketing  and  Sales 


O'Reilly  principally  sells  its  products  through  retail,  VARs,  and  third-party  distributors,  and  markets  its  products  by  advertising, 
trade  shows,  Internet  marketing,  and  direct  mail. 


Marketing  activities  include  a public  Web  site  with  links  to  an  electronic  magazine,  product  downloads,  and  extensive  product 
information. 

Alliances 


The  company  has  agreements  with  Ingram  Book  Company  and  Tech  Data. 

Competition 


O'Rei  lly  & Associates'  published  products  compete  with  a variety  of  corporate  and  independent  technical  publisher ;,  including 
Prent.ee  Technical  Reference  (PTR)  and  Addison- Wesley. 


The  c ompany's  software  products  compete  with  major  industry  players,  particularly  O'Reilly's  WebSite  server  for  \ /indows  NT 
and  95,  which  shares  the  market  with  products  by  Netscape  Communications,  Microsoft,  and  Open  Market. 


INPUT  Assessment 


O'Reilly  & Associates'  strengths  include: 

«i  An  installed  base  gained  from  early  introduction  of  a Windows  NT  server 

• The  company's  Internet  experience  and  technical  proficiency 

• The  established  reputation  of  company  publications 

• The  development  of  Global  Network  Navigator  (GNN) 

Future  challenges  include: 

• Competition  in  the  server  market  from  Netscape  and  Microsoft 
» Continuing  to  develop  affordable,  innovative  software  products 

• Continuing  to  develop  concise,  hands-on  technical  publications 
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Omnipoint  Corporation 


UPDATED: 

09/01/1996 


Headquarters 


Chairman/ 

Pres/CEO: 

Status: 


Summary  Info 


2000  North  14th  Street 
Suite  550 

Arlington,  VA  22201 
U.S. 


Douglas  G.  Smith 


Phone: 

(703)  522-7778 


Fax: 

(703)  522-7747 


Employees: 

Revenue: 


Public 

486  (09/1996) 
N/A 


Company  Web  Site: 

http://www.omnipoint.com 


Year  End 


Dec-1995 


Key  Points 


" Omnipoint  Corporation  (Omnipoint),  develops  next-generation  wireless  communications  technology  and  equipment  for 
personal  communication  services  (PCS). 

u In  January  1996,  Omnipoint  went  public  and  began  trading  in  the  NASDAQ  National  Market. 

ii  The  company  holds  a PCS  service  license  for  the  New  York  Major  Trading  Area  (MTA),  the  largest  MTA  in  the  U.S. 


Until  1991,  the  company  concentrated  on  developing  and  refining  its  core  technology,  the  proprietary  Omnipoint®  system, 
based  on  direct  sequence  spread  spectrum.  By  1992,  the  company  had  developed  several  working  prototypes  for  various  wireless 
voice  data,  and  digitized  compressed  video  transmission  projects. 

In  1 9' >2,  the  principal  focus  of  the  company  shifted  from  production  of  prototype  equipment  for  third  parties  in  the 
comn  unications  industry  to  the  development  of  its  PCS  business. 

In  Jar  uary  1996,  Omnipoint  completed  an  initial  public  offering  of  approximately  eight  million  shares  of  common  itock. 

Net  proceeds  from  the  offering  were  approximately  $ 1 1 8.4  million. 

«.  Proceeds  will  be  used  for  payments  and  capital  expenditures  related  to  the  Entrepreneurs'  Band  licenses  (cc  nsisting  of  30 
MHz  of  spectrum)  and  networks  for  the  New  York  MTA  operations,  payments  for  the  New  York  MTA  lici  rise,  PCS 
licenses,  working  capital  for  the  Omnipoint  technology  and  equipment  division,  and  for  general  corporate  j mrposes. 

In  Jure  1996,  the  company  made  a second  public  offering  of  six  million  shares.  Estimated  net  proceeds  were  $1 10.  i million. 


Omnipoint  is  comprised  of  a technology  division  and  several  subsidiaries  as  follows: 

• Omnipoint  Technology  Division,  headquartered  in  Colorado  Springs  (CO) 

• Omnipoint  Communications,  Inc.  (OCl),  based  in  Mountain  Lakes  (NJ),  is  Omnipoint's  PCS  service  operator  division. 

o OCl  is  the  holder  of  the  New  York  MTA  License,  and  will  operate  the  service  business  in  the  New  York  MTA. 
o OCl  has  facilities  in  Mountain  Lakes  (NJ)  and  houses  its  network  control  center  in  Wayne  (NJ). 

• Omnipoint  PCS,  Inc.  (OPI)  is  a wholly  owned  subsidiary  whose  sole  asset  is  a 95.58%  ownership  interest  in  OCL 

• OPCSE,  through  which  Omnipoint  bid  successfully  for  1 8 BTA  (Basic  Trading  Area)  licenses  in  the  Entrepreneurs' 
Band  auction. 

• OPCS  Corp.  is  a wholly  owned  subsidiary  whose  sole  asset  is  1 00%  of  the  stock  of  OPCSE. 

Omnipoint  is  headquartered  in  Arlington  (VA).  The  company's  Development  Center  is  located  in  Colorado  Springs  (CO),  as  are 
its  sales,  marketing,  and  support  personnel. 


Company  Description 


Omni  point  was  incorporated  in  1987  to  design,  develop,  manufacture,  and  market  wireless  digital  communications  products. 


Organization  and  Structure 
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Omnipoint  also  has  offices  in  Washington  (DC),  Fort  Worth  (TX),  Boston  (MA),  and  Northern  California. 

Company  Strategy 


Omnipoint's  strategy  is  to  become  a leading  provider  of  wireless  services  and  products.  Elements  of  this  strategy  include  the 
following: 


• Supplying  and  operating  PCS  networks  in  the  northeast  region  of  the  U.S. 

• Providing  wireless  CAP  (competitive  access  provider)  services 

• Expanding  the  company's  PCS  service  area  through  participation  in  future  FCC  PCS  auctions 

• Establishing  the  Omnipoint  System  as  a leading  PCS  standard 

• Stimulating  demand  for  PCS  voice  and  data  service 

• Attracting  subscribers  by  providing  superior  service  and  reliability,  at  attractive  prices,  by  combining  the  Omnipoint 
System  and  the  GSM  (global  system  for  mobile  communications)  distributed  networking  architecture 

• Capitalizing  on  opportunities  in  developing  international  markets  for  wireless  applications 

Omnipoint  plans  to  offer  a variety  of  services  to  its  customers,  including  voice  and  data  transmission,  call  forwarding,  call 
waiting,  and  paging  capability. 

Financials 


During  1995,  the  company  generated  no  revenue  as  it  converted  from  a focus  on  developing  specific  wireless  applications  for 
third  parties  to  preparing  for  the  construction  and  rollout  of  PCS  services  for  Omnipoint's  newly  issued  New  York  license. 

• Prior  to  1995,  the  company  generated  limited  revenue  primarily  from  license  fees,  research  and  development  services, 
and  prototype  equipment  sales  related  to  its  proprietary  technology. 

• To  date,  the  company  has  sold  PCS  equipment  only  for  trials,  and  does  not  expect  to  have  significant  PCS  equipment 
revenue  before  1998. 

During  1995,  Omnipoint  incurred  net  losses  of  $37.8  million,  compared  to  net  losses  of  $9.3  million  in  1994,  and  net  losses  of 
$6.2  million  during  1993. 

• During  1995,  the  company  increased  research  and  development  expenditures  by  more  than  200%  and  doubled  the 
number  of  employees. 

• The  company's  SG&A  expenditures  increased  proportionately. 

Omnipoint  reported  a loss  of  $ 37.4  million  for  the  six  months  ending  June  30,  1996,  due  to  the  company's  increased  investment 
in  the  buildout  of  its  wireless  PCS  network  for  the  New  York  MTA. 

Employees 


As  of  March  31,  1996,  Omnipoint  had  234  employees,  segmented  as  follows: 


Engineering 175 

Sales,  marketing,  and 

product  management 12 

Administration  and  finance 47 

234 


The  company  currently  has  438  employees. 

Key  Products  and  Services 


Service 
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Omnipoint's  service  business  will  provide  wireless  mobile  and  fixed  communications  service  in  its  markets. 

• The  service  is  intended  to  provide  private,  secure,  and  enhanced  voice,  high-speed  data,  paging  services,  and  imaging 
capabilities  for  both  the  office  and  mobile  coverage. 

• The  company  has  plans  for  a service  with  enhanced  features,  including  voice  mail,  call  forwarding,  and  call  waiting. 

• Omnipoint  plans  to  build  all  of  its  networks  integrating  its  IS-661  technology  with  the  GSM  system. 

• A pilot  system  has  been  installed  in  Manhattan,  comprising  a limited  number  of  Omnipoint  base  stations. 

Omnipoint  expects  to  provide  wireless  communications  services  in  areas  covering  approximately  40.3  million  POPs  (population 
equivalent). 


• Based  on  POPs,  this  would  make  Omnipoint  the  fifth  largest  PCS  licensee  in  the  U.S. 

• Of  the  company's  38  BTAs  (Basic  Trading  Areas),  35  of  them,  comprising  97%  of  the  company's  POPs,  are  located  in  a 
contiguous  area  in  the  northeast  region  of  the  U.S. 

• Omnipoint  holds  a PCS  service  license  for  the  New  York  MTA,  the  largest  MTA  in  the  U.S.,  with  approximately  27 
million  POPs. 

«>  The  company  recently  received  additional  PCS  licenses  for  18  BTAs  with  about  13.4  million  POPs,  including  the 
Philadelphia,  Atlantic  City,  Buffalo,  and  Rochester  BTAs. 


Omni  point  plans  to  offer  wireless  CAP  (competitive  access  provider)  services  to  small  and  medium-sized  businesses,  allowing 
users  to  bypass  the  local  telephone  exchange,  resulting  in  lower  prices. 

a Wireless  CAP  services  will  operate  through  radio  units  installed  by  Omnipoint  at  the  customer's  site,  and 
communicating  wirelessly  with  Omnipoint's  base  stations. 

•a  Omnipoint  intends  initially  to  target  business  locations  for  which  alternative  bypass  facilities  are  not  as  economical  as 
wireless  CAP  services. 

Technology 

Omn. point's  proprietary  technology  is  one  of  four  competing  common  air  interface  (CAI)  standards  that  have  been  elected  by 
PCS  license  holders  in  the  U.S.  to  serve  the  mobile  PCS  market. 


•t  The  Omnipoint  System  technology  provides  compatibility  with  other  networks,  including  AIN  or  GSM-based  public 
network  infrastructures,  and  almost  any  private  system,  including  Centrex,  PBXs,  and  key  systems. 
j The  Omnipoint  technology  for  wireless  transmission  is  based  on  direct  sequence  spread  spectrum  and  a sy  terns 
architecture  for  wireless  digital  radio  communications. 

Omnipoint's  technology  will  be  integrated  with  wireless  GSM  networks  and  local  telephone  switching  plat  forms. 
j The  Omnipoint  System  is  suitable  for  a variety  of  digital  wireless  applications,  including  mobile  network  s ystems  and 
fixed  wireless  local  loop  (WLL). 

The  ( ompany  plans  to  focus  its  initial  domestic  WLL  activities  on  providing  wireless  CAP  services  in  the  New  Yo  k MTA  and 
other  targeted  cities  to  businesses  in  small  and  medium-sized  locations,  whose  capacity  requirements  do  not  justify  the  expense 
of  alt  anative  bypass  technologies  such  as  leased  line,  fiber,  or  microwave. 

Omn  point  intends  to  become  the  first  PCS  operator  to  begin  commercial  services  in  the  New  York  market-by  the  fourth  quarter 
of  19)6.  Omnipoint's  operating  company,  OCI,  has  passed  certain  milestones  in  preparation  for  this  goal,  including  the 
following: 


j Successful  completion  of  phone  calls  in  the  New  York  market  using  IS-661  technology 

• Winning  1 8 Basic  Trading  Area  licenses  in  the  FCC's  "C-block"  auction,  which  OCI  expected  to  be  issued  in  late 
August  1996 

<*  The  completion  of  an  infrastructure  and  handset  equipment  supply  contract  with  Ericsson,  Inc. 

• Installation  of  its  switch  in  Wayne  (NJ) 


In  addition,  Omnipoint  has  acquired  the  rights  to  more  than  5,000  sites  in  the  New  York  MTA  as  possible  locations  for  cell  sites 
in  the  future. 

Marketing  and  Sales 


Omnipoint's  marketing  strategy  is  to  pursue  multiple  distribution  channels  through  which  to  market  its  services,  generally  on  a 
nonexclusive  basis,  including  a direct  sales  force,  retail  stores,  third-party  distributors  or  agents,  and  possibly  the  use  of 
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telemarketing  and  direct  mail  channels. 

Alliances 


Omnipoint  has  established  strategic  relationships  with  Northern  Telecom  Inc.,  Ericsson,  Inc.,  Texas  Instruments,  Inc.,  and 
Hansol  Paper  Co.,  Ltd.  and  its  telecom  affiliates. 

Omnipoint  and  Northern  Telecom  have  fonned  a series  of  OEM  equipment  and  supply  agreements,  in  addition  to  a vendor 
financing  agreement. 


• Northern  Telecom  has  agreed  to  purchase  core  electronics,  primarily  radio  and  digital  cards  for  base  stations,  and 
software. 

• Northern  Telecom  will  sell  Omnipoint/  Northern  Telecom  integrated  systems  to  PCS  operators,  including  Omnipoint. 

• The  financing  agreement  will  provide  Omnipoint  with  financing  for  the  purchases  to  build  out  the  New  York  network. 

• Omnipoint  has  agreed  to  make  certain  product  upgrades  and  warranties  available  to  Northern  Telecom's  customers. 

• During  1994,  Omnipoint  and  Northern  Telecom  entered  into  a supply  agreement  whereby  Omnipoint  would  purchase 
SI  00  million  of  equipment  and  services  over  the  following  five  years.  In  1995,  the  agreement  was  amended,  increasing 
the  purchase  amount  to  $250  million. 


In  April  1 996,  Omnipoint  and  Ericsson  entered  into  agreements  providing  for  the  following: 


• The  licensing  and  supply  arrangement  related  to  the  Omnipoint  System.  Ericsson  will  pay  license  fees  and  royalties, 
including  an  initial  $4.5  million  license  fee. 

• The  purchase  by  OCI  or  other  Omnipoint  affiliates  of  GSM  handsets 

• The  sale  by  Ericssson  of  IS-66 1 and  GSM  infrastructure  equipment 

o Omnipoint  will  purchase  a combined  total  of  $250  million  of  IS-66 1 and  PCS  1 900  infrastructure  equipment,  in 
addition  to  GSM  handsets,  within  a five-year  period. 

o In  April  1996,  Omnipoint  entered  into  a nonbinding  agreement  with  Orbitel  Mobile  Communications,  Ltd.,  a 
wholly  owned  subsidiary  of  Ericsson,  whereby  Orbitel  will  develop,  manufacture,  and  supply  Omnipoint  with 
IS-66 1 and  dual-mode  IS-66 1 /PCS  1900  handsets. 

• Cooperative  marketing,  standards,  and  technical  activities 


In  December  1995,  Omnipoint  granted  Hansol  Paper  Co.,  Ltd.  a nonexclusive  license  to  manufacture  Omnipoint  systems 
handsets,  and  entered  into  a strategic  alliance  for  the  promotion  of  the  Omnipoint  System  in  the  Republic  of  Korea  and  other 
parts  of  Asia. 


• Omnipoint  has  agreed  to  purchase  Hansol  manufactured  handsets  for  sale  to  subscribers  in  areas  covered  by  Omnipoint's 
Entrepreneurs'  Band  markets. 

• The  agreement  is  subject  to  preconditions  such  as  competitive  pricing,  quality,  and  availability. 

• Hansol  retains  the  right  to  designate  management  representatives,  as  well  as  having  engineers  and  other  personnel 
working  with  Omnipoint  to  develop  the  company's  networks. 


In  March  1995,  Omnipoint  and  Northern  Telecom  entered  into  a five-year  collaborative  development  agreement  whereby  the 
companies  have  agreed  to  commit  resources  to  various  joint  projects. 


In  February  1995,  Omnipoint  entered  into  a manufacturing  license  agreement  with  Northern  Telecom  in  conjunction  with  the 
OEM  supply  agreement. 


• Omnipoint  has  agreed  to  give  Northern  Telecom  an  option  to  receive  the  non-exclusive  worldwide  right  to  use,  modify, 
manufacture,  or  have  manufactured  all  of  the  products  supplied  by  Omnipoint  under  the  OEM  supply  agreement. 

• The  manufacturing  license  agreement  has  an  initial  five-year  term  and  may  be  extended  for  additional  one-year  terms. 

Omnipoint  also  has  memoranda  of  understanding  with  GSM-based  PCS  providers  such  as  PacBell,  Bell  South,  Western 
Wireless,  InterCel,  APC,  and  APT.  These  agreements  provide  for  the  following: 


• Providing  subscribers  with  roaming  capability  in  the  markets  where  the  parties  will  operate  PCS  services 

• Conducting  joint  tests  of  Omnipoint's  technology 

• Establishing  PCS  infrastructure  and  handset  standards 

• Conducting  joint  marketing  efforts 

Competition 
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In  addition  to  Omnipoint's  technology,  there  are  three  competing  technology  standards: 

PCS  1900— The  TDMA-based  technology  widely  believed  to  be  a leading  contender  for  further  deployment 

• Supporters  of  this  technology  include  Ericsson,  Motorola,  NOKIA  Mobile  Phones,  and  Northern  Telecom. 

• Seven  U.S.  service  operators  with  A and  B Block  licenses  have  committed  to  this  technology. 

IS-95  CDMA— The  CDMA  standard  proposed  to  be  an  upgrade  to  digital  service  of  existing  analog  cellular  service 

• QUALCOMM  is  the  primary  sponsor  of  this  technology  for  PCS  service.  It  has  also  received  support  from  Motorola, 
AT&T  Wireless,  and  Northern  Telecom. 

• IS-95  service  supporters  include  Sprint  Spectrum  and  Bell  Atlantic,  NYNEX,  US  West,  and  AirTouch  Communications, 
Inc.  through  their  consortium,  and  PCS  PrimeCo,  L.P. 

IS-54  TDMA— The  TDMA  standard  being  implemented  by  several  cellular  carriers  as  they  upgrade  to  digital  service 

• Primary  network  suppliers  are  Lucent  Technologies,  Inc.,  Ericsson,  and  Hughes. 

• AT&T  Wireless,  SBC  Communications,  Inc.,  and  Bell  Telephone  Co.  of  Canada  are  primary  service  supporters. 

To  meet  its  competition,  Omnipoint  intends  to  provide  enhanced  features  and  position  itself  as  the  low-cost  provider  of  wireless 
communications  equipment. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Dec-1 996 


* Open  Market,  Inc.  offers  a range  of  business  software  products  that  allow  companies  to  engage  in  electronic  commerce 
on  the  Internet. 

«■  In  June  1996,  Open  Market  and  Data  General  Corporation  announced  an  OEM  agreement  whereby  Open  Market's 
software  will  be  available  on  Data  General's  AViiON  servers  under  the  DG/UX  B2 -level  secure  operating  system. 

<■  In  April  1996,  Open  Market  released  a beta  version  of  OM-Express™,  its  first  noncommerce  product  aimed  at 
eliminating  the  delays  of  Web  browsing. 

<’  In  March  1 996,  Open  Market  introduced  OM-Transact™  and  OM-Axcess™,  a new  class  of  software  that  t nables 
companies  to  manage  Internet  commerce  and  intranet  transactions. 

<>  In  December  1995,  Open  Market  and  Sequent  Computer  Systems  announced  the  world's  fastest  Web  server. 

«■  In  November  1995,  CEO  Gary  Eichhorn  joined  Open  Market  from  Hewlett-Packard. 

» During  1995,  Tribune  Co.,  Advance  Publications,  and  Time  Warner,  Inc.  became  investors  in  Open  Marke  : and  joined 
its  board  of  directors. 

Company  Description 


Founded  in  1994,  Open  Market  develops,  markets,  licenses,  and  supports  software  products  that  support  business-t  >consumer 
and  business-to-business  electronic  commerce  on  the  Internet  and  allow  users  to  deploy  Internet-based  business  applications 
within  an  enterprise  (intranet). 


r Open  Market's  technology  separates  the  management  of  business  transactions  from  the  management  of  content,  thereby 
allowing  companies  to  securely  and  centrally  manage  business  transactions  using  content  located  on  multiple  distributed 
Web  servers. 

® Products  are  targeted  to  large  network  service  providers  that  develop  transaction  management  services  for  their 
customers,  as  well  as  large  retailers,  manufacturers,  and  distributors. 

* The  company's  products  permit  functions  such  as  order  taking,  authorization,  payment  processing,  security  and 
customer  service  to  be  performed  centrally  by  a back-office  transaction  management  system,  allowing  men  :hants  and 
other  content  providers  to  focus  on  management  of  the  front-office  content  at  their  distributed  Web  sites. 

Organization  and  Structure 


Open  Market  is  headquartered  in  Cambridge  (MA). 

In  addition,  the  company  has  domestic  sales  offices  in  New  Jersey,  Chicago  (IL),  Atlanta  (GA),  and  Menlo  Park  (CA). 
International  sales  offices  are  in  Toronto  (Canada)  and  the  U.K. 

Open  Market  also  has  sales  representatives  in  Washington,  D.C.,  France,  and  Australia. 

A list  of  key  executives  follows: 

Open  Market 
Key  Executives 
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Name 

Title 

Shikhar  Ghosh 

Chairman 

Gary  Eichhom 

President  & CEO 

David  Gifford 

Chief  Scientific  Officer 

Robert  Weinberger 

VP  Corporate  Marketing 

Daniel  E.  Ross 

VP  Worldwide  Sales 

Regina  0.  Sommer 

Secretary  & CFO 

Lawrence  C.  Stewart 

CTO 

Peter  Y.  Woon 

VP  Engineering 

Tom  Nephew 

VP  Customer  Service  & Support 

|Gail  Goodman 

VP  Business  Operations 

[Joanne  Conrad 

VP  Human  Resources 

Bob  Abramson 

VP  Quality  & Planning 

Company  Strategy 


Open  Market's  strategy  is  to  focus  on  providing  Internet  commerce  software. 


The  company's  products  provide  the  core  applications  for  managing  transactions  on  the  Internet,  support  open  standards,  and 
multiple  security  and  payment  protocols,  and  work  with  popular  browsers  and  servers. 


Open  Market's  objective  is  to  be  a leading  supplier  of  comprehensive,  integrated,  high-  performance  software  products  that 
enable  businesses  to  manage  Internet  business  transactions  and  intranet  applications.  To  achieve  this  objective,  the  company  is 
pursuing  the  following  strategies: 


• Focusing  on  providing  software  to  enable  Internet-based  commerce  and  intranet  applications 

• Promoting  OM-SecureLink  as  an  industry  standard 

• Supporting  open  systems 

• Providing  enhanced  transaction  and  content  security 

• Continuing  to  develop  technology  and  marketing  relationships 

• Implementing  a comprehensive,  worldwide  distribution  strategy 

Market  Strategy 

Open  Market  believes  that  the  next  major  phase  of  Internet  growth  will  be  driven  by  the  emergence  of  commerce  and  other 
interactive  business  applications  on  the  Web. 

Additionally,  management  believes  that,  with  the  right  software,  the  same  general-purpose,  worldwide  network  that  has  been 
used  to  display  content  and  manage  communications  and  E-mail  can  also  be  harnessed  to  manage  electronic  commerce 
transactions  conducted  on  the  Internet,  as  well  as  intranet  applications  within  an  enterprise. 

Product  Strategy 

To  keep  pace  with  technological  developments  in  the  marketplace  and  address  customer  needs,  the  company  intends  to  expand 
its  existing  product  offerings  and  introduce  new  application  products  for  the  Internet-based  electronic  commerce  and  enterprise 
markets. 

Although  Open  Market  expects  that  certain  of  its  new  products  will  be  developed  internally,  the  company  may,  based  on  timing 
and  cost  considerations,  expand  its  product  offerings  through  acquisitions. 

In  addition,  Open  Market  has  relied  and  will  continue  to  rely  on  external  relationships  and  development  resources  for 
development  of  certain  of  its  products  and  components  thereof. 

Some  of  Open  Market's  current  technology  partners  include  Bluestone,  FTP  Software,  Interleaf,  TAXWARE  International, 
Premenos  Corp.,  and  RSA  Data  Security,  Inc.  (Security  Dynamics). 
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Financials 


Since  its  inception,  Open  Market  has  generated  minimal  revenue  from  development  and  consulting  services.  The  company  first 
began  to  record  product  revenue  in  the  third  quarter  of  1995  subsequent  to  the  introduction  of  its  Merchant  Solution™  front- 
office  commerce  solution  for  merchants. 

During  its  first  year  of  operation,  Open  Market  produced  a net  loss  of  $ 1 3.9  million  based  on  revenues  of  S 1 .8  million. 

Due  to  Open  Market's  brief  operating  history,  a quarterly  comparison  between  the  quarter  ending  March  31,  1995  and  the  most 
recent  quarter  (ending  March  31,  1996),  rather  than  an  annual  comparison,  will  follow: 


Open  Market,  Inc. 
Interim  Financial  Summary 
($  thousands,  except  per-share  data) 


Quarter  Ending 

Item 

3/31/96 

3/31/95 

1 

Revenue 

$2,675 

$88 

• Percent  change  from 

previous  year 

* 

N/A 

Net  income  (loss) 

$(6,687) 

$(1,012) 

• Percent  change  from 

previous  year 

(561%) 

N/A 

Earn  ings  (loss)  per  share 

$(0.26) 

N/A 

• Percent  change  from 

previous  year 

N/A 

N/A 

* Percent  change  is  greater  than  1,000%. 

Of  th  ; $2.7  million  Open  Market  earned  in  revenues  during  the  first  three  months  of  1996,  product  revenues  were  : pproximately 
$2.2  million  (84%  of  total  revenues),  while  services  accounted  for  approximately  $427,000  (16%  of  total  revenues ). 


<»  The  majority  of  the  product  revenues  for  the  period  consisted  primarily  of  an  initial 
$2  million  license  fee  received  from  FTP  Software,  Inc. 

u During  this  same  period.  Open  Market  did  not  recognize  any  revenues  from  its  OM-Transact  or  OM-Axcess  products, 
and  the  company  expects  that  revenues  from  these  products  will  represent  a significant  percentage  of  total  -evenues  in 
the  future. 

Operating  expenses  for  the  period  were  approximately  $9.3  million,  with  $3.7  million  stemming  from  research  and  development 
and  $4. 1 million  for  sales  and  marketing  expenditures. 


• These  figures  represent  dramatic  increases  relative  to  the  same  period  a year  prior,  when  research  and  development 
expenses  were  $522,000  and  selling  and  marketing  expenses  $317,000;  609%  and  1,199%  increases,  respectively. 

« Open  Market  management  attributes  the  increase  in  research  and  development  expenses  to  the  hiring  of  additional 
software  engineers  and  consultants  to  develop  and  enhance  the  company's  products,  as  well  as  increased  equipment  and 
facilities-related  costs. 

o The  substantial  increase  in  selling  and  marketing  expenses  was  primarily  due  to  the  expansion  of  Open  Market's  sales 
and  marketing  organization  through  an  increase  in  the  number  of  sales  and  marketing  personnel,  preparation  and 
distribution  of  new  product  sales  literature,  and  an  increase  in  promotional  and  advertising  expenses. 

Employees 
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As  of  March  31,  1996,  Open  Market  had  approximately  257  employees,  segmented  as  follows: 


Engineering 112 

Sales  and  Marketing 76 

Support  and  Operations 46 

Finance  and  Administration 23 


257 


The  company  currently  has  280  employees. 

Key  Products  and  Services 


Open  Market  provides  software  products  that  the  company  believes  bring  the  full  range  of  business  capability  to  the  Internet  and 
make  secure  electronic  commerce,  enterprise- wide  applications,  and  industry-specific  solutions  possible. 


• Open  Market  has  developed  an  integrated  set  of  products  and  services  to  manage  both  Internet  business  transactions  and 
intranet  applications. 

• Open  Market's  product  solution  combines  the  advantages  of  distributed  Web  servers  deployed  throughout  a company 
and  across  the  Internet  with  the  ability  to  centrally  manage  business  transactions  and  intranet  applications  from  secure, 
centrally  managed  sites. 


Open  Market's  family  of  core  products  include  Engines,  Management  Tools,  Industry  Solutions,  Tools  for  Secure  Internet 
Commerce,  and  Search  Devices. 

Engines 

The  Open  Market  UNIX-based  Secure  Webserver™  is  a high-performance,  secure  Web  server  that  is  scalable,  multithreaded, 
and  designed  to  handle  a large  number  of  connections  simultaneously.  Priced  at  $1,495,  the  server  supports  S-HTTP,  SSL,  and 
PCT  security  protocols  and  also  offers  access  control,  logging  and  reporting  capabilities,  and  provides  a foundation  for 
integrated,  distributed  solutions. 

Management  Tools 


WebReporter™is  a tool  for  tracing  and  analyzing  Web  server  access  and  activity  and  generating  customized  reports. 


• WebReporter  uses  a powerful  scripting  language  to  control  and  format  data,  and  this  scripting  language  enables 
businesses  to  generate  customized  user  access  and  browsing  pattern  reports. 

• Designed  for  UNIX  and  soon  available  for  Windows  NT,  WebReporter  retails  for  $495. 

Industry  Solutions 

Merchant  Solution™  is  designed  to  enable  merchants  to  set  up  a fully  functioning,  secure  business  on  the  Web. 


• Merchant  Solution  provides  front-office  tools  that  allow  merchants  to  secure  their  business  environment  and  also 
supports  both  SSL  and  S-HTTP  security  protocols,  providing  the  merchant  with  true  browser  independence. 

• Retailing  for  $9,995,  Merchant  Solution  includes  Open  Market's  Store  Builder,  OM-SecureLink  software.  Open  Market 
Secure  Webserver,  and  WebReporter. 

Tools  For  Secure  Internet  Commerce 

OM-Transact  is  a secure  back-office  transaction  management  infrastructure  for  the  Internet. 


• OM-Transact  contains  core  elements  that  provide  security,  authentication,  record  keeping,  order  management, 
subscription  processing,  customer  service,  and  payment  processing. 

• OM-Transact  can  be  used  by  corporations  and  service  providers  alike. 

• The  list  price  for  OM-Transact  is  $250,000,  plus  an  additional  $3,000  per  merchant,  subject  to  volume  discounts. 
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OM-Axcess™  is  a server  software  designed  to  support  a company's  internal  Web  applications  by  centrally  managing  the 
authentication  and  authorization  of  end  users  seeking  access  to  the  system. 


• The  system  centrally  manages  end-user  authentication  and  authorization  to  distributed  Web  applications,  which  enables 
businesses  to  perform  a variety  of  business  functions,  like  controlling  access  to  content  and  applications  and  reporting 
access  to  data  across  numerous  multivendor  Web  servers. 

• Commercially  available  for  UNIX-based  servers,  OM-Axcess'  retail  price  starts  at  $35,000. 

OM-SecureLink  Executive™,  introduced  in  March  1996,  enables  the  sale  of  goods  and  services  on  the  Web  in  conjunction  with 
OM-Transact  and  also  protects  content  within  a business  enterprise  system  or  intranet  in  conjunction  with  OM-Axcess.  The 
product  runs  on  UNIX  platforms  and  is  planned  for  Windows  NT  environments. 

Search  Devices 

OM-Express™  is  a desktop  software  product  designed  to  work  with  leading  Web  browsers  and  Web  servers. 


«’  OM-Express  is  designed  to  allow  users  to  download  selected  Internet  content  to  their  local  personal  computers  during 
off-peak  hours  for  later  viewing  and  use. 

«•  Express  enables  a user  to  schedule  the  downloading  of  a lengthy  document  or  publication  at  a time  when  Internet  rates 
are  lower  and  to  view  it  on  the  user's  personal  computer  when  convenient. 

•>  OM-Express  retails  for  $30. 

Marketing 


Open  Market  believes  that  its  customer  service,  support,  and  education  programs  are  critical  to  the  successful  development  and 
marketing  of  its  Internet-based  business  solutions  because  these  programs  strengthen  relationships  with  leading  customers  in 
target  markets. 


The  company  has  expanded  it  sales  and  marketing  team  to  publicize  and  promote  its  new  products.  Open  Market  also  provides 
and  distributes  new  product  sales  literature,  and  has  greatly  increased  its  selling  and  marketing  expenditures. 


In  addition  to  the  company's  own  internal  marketing  and  sales  efforts.  Open  Market  has  entered  into  strategic  mark  ;ting 
agree  nents  with  companies  to  expand  consumer  exposure  to  its  products. 

Alliances 


Open  Market  has  alliances/partnerships/  marketing  agreements  with  a variety  of  companies. 


*>  Open  Market  and  Data  General  Corporation  have  a strategic  relationship  under  which  Data  General  offers  Tpen  Market 
software  on  its  AViiON  servers. 

*■  Open  Market  has  worked  with  Time  Warner  Inc.  to  build  the  platform  for  Time-Wamer's  Pathfinder  Web  site. 

«-  FTP  Software  and  Open  Market  have  a comprehensive,  multiyear  joint  development  agreement. 

«■  Hewlett  Packard  markets,  sells,  and  supports  Open  Market's  Secure  Webserver  products  worldwide. 

*-  IBM  uses  and  resells  Open  Market's  transaction  management  architecture. 

«•  Digital  Equipment  Corporation  markets  and  distributes  Open  Market  products  worldwide  on  Digital  Alpha  systems. 

*•  Open  Market  established  partnerships  with  EDI  suppliers  Sterling  Commerce  and  Premenos  to  assist  in  bringing  EDI  to 
the  Internet. 

•>  Open  Market  licensed  OM-SecureLink  to  Novell  for  integration  with  Novell's  NetWare  Web  server. 

Clients 


Currently  a number  of  companies  use  a variety  of  Open  Market's  products.  A sample  of  clients  includes  Banc  One,  Bloomberg 
Financial  Markets,  Hewlett-Packard,  First  Union  National  Bank,  networkMCI,  Inc.,  Time,  Inc.  New  Media,  Tribune  Company, 
and  UUNET  PIPEX. 


Newly  announced  clients  in  July  1996  include  BBN  Planet,  BT,  iSTAR  Internet,  Inc.,  MCI  Digital  Imaging,  and  Toronto 
Dominion  Bank. 


Additionally,  in  July  1996,  twelve  companies  announced  that  they  would  use  OM-SecureLink  software  to  commerce-enable 
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their  business  customers'  Websites,  moving  them  forward  from  publishing  information  to  conducting  Internet  commerce. 


These  twelve  Website  developers  are:  ASC  Solutions,  Inc.,  WebEngine,  Inc.,  Datacom  Caribe,  Inc.,  ICF,  Inc.,  Merle  Associates, 
NovaLink  USA  Corporation,  Nuvo  Network  Management,  Online  Computer  Market,  Inc.,  Proclivitiy,  Inc.,  Proxima,  Inc.,  Tnnet 
Services,  and  Virtual  Resources. 

Competition 


The  market  for  Internet-based  software  is  new,  intensely  competitive,  rapidly  evolving,  and  subject  to  rapid  technological 
change.  As  a result,  Open  Market's  electronic  commerce  products  and  intranet  applications  software  face  competition  from  the 
following  companies: 

• Electronic  commerce  product  competitors  include  Netscape  Communications,  Microsoft,  Oracle,  BroadVision,  and 
Connect. 

• Intranet  applications  competitors  include  Netscape  Communications,  Microsoft,  and  Oracle. 


INPUT  Assessment 


Open  Market's  strengths  include: 

• Open  architecture  and  platforms  for  both  commercial  and  intranet  products 

• Broad  product  support  from  a variety  of  players  (Tribune,  Time  Warner) 

• Rapid  acceptance  and  adoption  of  new  products  by  major  players  (Banc  One,  Hewlett-Packard) 

• Industry  experience  and  knowledge  of  management 

Challenges  in  the  future  include: 

• Overcoming  business  and  consumer  skepticism  and  uncertainty  about  the  security  of  Internet  commerce 

• Continued  new  product  innovation  and  refining  of  existing  products  to  keep  pace  with  the  rapidly  evolving  industry 

• Increasing  competition  from  major  industry  players 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

05/01/1996 


Headquarters 


500  Oracle  Parkway 
Redwood  Shores,  CA  94065 
United  States 

Phone:  Fax: 

(41 5)  506-7000  (41 5)  506-7200 

Company  Web  Site: 

http://www.oracle.com 


Summary  Info 

Lawrence  J.  Ellison 


Chairman/CEO: 

Status: 

Parent: 

Employees: 

Revenue: 

Year  End 


Public 

36,802  (02/1996) 
$ 7,143.9  mil 

May-1998 


Key  Points 


• Oracle  Corporation  designs,  develops,  markets,  and  supports  software  products  for  database  management,  computer- 
aided  software  engineering  (CASE),  applications  development,  decision  support,  network  communications,  and 
document  automation. 

» In  February  1996,  Oracle  released  Oracle®  Universal  Server®,  the  first  all-purpose  server  combining  complete  Web, 
text  management,  messaging,  and  multimedia  information  servers. 

» In  the  same  month,  Oracle  introduced  Oracle  Webserver  2.0,  the  first  scalable  platform  for  building  secure  Web  sites. 

Company  Description 


Oracl ; Corporation,  founded  in  1977,  designs,  develops,  markets,  and  supports  software  products  for  database  management, 
netwc  rk  products,  applications  development  productivity  tools,  and  end-user  applications. 


The  c tmpany's  principal  product-the  ORACLE®7  relational  database  management  system— is  an  SQL-based  relati  onal  database 
management  system  (RDBMS)  that  runs  on  a range  of  computers.  In  addition,  the  company  offers  consulting,  educ  ition, 
support,  and  systems  integration  services  worldwide. 


In  March  1996,  Oracle  announced  a 3-for-2  stock  split,  to  be  effective  April  2,  1996. 

To  reduce  the  dilutive  effect  of  the  company's  stock  plan,  Oracle  repurchased  2.8  million  shares  of  common  stock  \ 'ith 
approximately  $75.9  million  in  cash  flow  from  operations  in  fiscal  1995.  In  fiscal  1994,  the  company  repurchased  4.1  million 
sharer,  and  in  fiscal  1993,  4.8  million  shares. 

Structure  and  Operations 


Oracle  was  founded  in  June  1977  as  Relational  Software  Inc.  In  January  1983,  the  company  changed  its  name  to  Oiacle 
Corporation  to  better  identify  with  its  well-known  ORACLE  RDBMS  product.  In  June  1 985,  Oracle  Corporation  was  formed  as 
the  parent  company  of  Oracle  Corporation. 


Headquartered  in  Redwood  Shores  (CA),  the  company  markets  its  products  internationally  through  subsidiaries  and  distributors. 


• International  wholly  owned  subsidiaries  market  and  support  Oracle  products  in  Austria,  Australia, 
Belgium/Luxembourg,  Brazil,  Canada,  Denmark,  Finland,  France,  Greece,  Hong  Kong,  Ireland,  Japan,  Malaysia, 
Mexico,  the  Middle  East,  the  Netherlands,  New  Zealand,  Norway,  the  People's  Republic  of  China,  Portugal,  Singapore, 
Spain,  Sweden,  Switzerland,  Turkey,  the  U.K.,  West  Affica,  and  West  Germany. 

• International  distributors  are  in  Anguilla,  Antigua,  Argentina,  Barbados,  Barbuda,  Brazil,  Canada,  Chile,  Colombia,  the 
Dominican  Republic,  Equador,  Granada,  Guyana,  Guatemala,  India,  Indonesia,  Italy,  the  Ivory  Coast,  Jamaica,  Japan, 
Monserrat,  Nevis,  Nigeria,  Norway,  Pakistan,  the  Philippines,  Portugal,  South  Korea,  St.  Kitts,  St.  Lucia,  St.  Vincent, 
Surinam,  Taiwan,  Thailand,  Trinidad,  Uruguay,  Venezuela,  Yugoslavia,  and  Zimbabwe. 


Oracle's  product/service  offerings  include  the  following  major  product/service  groups: 
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• Server  Technology  (ST) 

• Development  Tools  (DT) 

• Applications 

• Consulting,  Training,  and  Support  Services 

Oracle's  Worldwide  Operations  is  comprised  of  the  following  units: 


• Oracle  Worldwide  Services 

• Worldwide  customer  Support 

• The  Americas 

• Oracle  Japan 

• Europe,  Middle  East  and  Africa 

• Asia/Pacific  Rim/India 

Oracle's  Worldwide  Product  Divisions  are  as  follows: 

• Server  Technologies  Division 

• Applications  Division 

• Oracle  Tools  Product  Division 

• Technologies  Division 

• Web/Workgroup  Systems  Division 

• European  Engineering 

Oracle's  subsidiary— Oracle  Complex  Systems  Corporation  (OCSC),  fonned  in  1988,  provides  systems  integration  services.  The 
business  was  expanded  later  in  1988  with  the  acquisition  of  Falcon  Systems,  Inc.  of  Bethesda  (MD). 

Company  Strategy 


Oracle  operates  in  one  industry  segment— the  development  and  marketing  of  computer  software  and  related  services.  The 
company  is  in  a unique  position  in  the  enterprise  software  market,  as  it  has  the  right  technologies  (is  delivering  products  in  all 
the  key  segments— RDBMS,  application  development  tools,  document  automation,  and  distributed  client/server  enterprise 
applications),  as  well  as  a management  team  that  is  broad  enough  to  have  executives  focusing  on  driving  critical  new 
technologies. 

Market  Strategy 


Oracle's  strategy  is  to  have  no  competitor  equal  in  the  database,  tools,  and  applications  segments  at  the  high  end  of  the  enterprise 
software  market,  while  developing  partners  that  have  no  equal  at  the  low  end.  Oracle  is  expanding  its  distribution  as  it  transitions 
from  a database  company  to  an  information  technology  solutions  company.  It  is  promoting  new  niches  for  database  use  in 
telecom-munications  and  electronic  publishing. 


Oracle  has  moved  aggressively  into  the  professional  services  market  by  leveraging  its  products.  The  company  is  trying  to 
position  itself  in  the  consulting  and  services  world,  to  maximize  its  role  as  a partner  to  its  customers. 

Product  Strategy 

Oracle  develops  new  products  internally  and  through  joint-venture  partnerships.  Oracle's  product  and  services  strategy  is  to 
provide  complete  enterprise  applications  solutions. 


The  company  is  positioning  itself  as  a provider  of  multimedia  server  technology  with  multiple  alliances  with  TV  and 
entertainment  firms,  which  could  lead  to  a strategic  position  in  the  creation  of  the  information  superhighway. 


Oracle  is  also  committed  to  providing  solutions  to  help  companies  deploy  on-line  applications  using  Web  interfaces.  The 
company's  WebSystem  products  will  allow  companies  to  create  real-time  Web  applications  that  can  manage  high  volumes  of  on- 
line, dynamic  data. 


During  the  first  quarter  of  fiscal  1996,  the  company  initiated  a major  push  into  data  warehousing  and  decision  support  systems, 
led  by  the  introduction  of  Oracle7  MultiDimension  in  late  fiscal  1995. 

Financials 
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Total  fiscal  1995  revenue  reached  $2,966.9  million,  a 48%  increase  over  fiscal  1994  revenue  of  $2,001.1  million.  Net  income 
rose  56%,  from  $283.7  million  in  fiscal  1994  to  $441 .5  million  in  fiscal  1995.  A five-year  financial  summary  appears  on  the 
following  page. 


Oracle's  revenue  growth  rate  was  48%,  33%,  and  28%  in  fiscal  1995,  1994,  and  1993,  respectively.  This  increase  has  been 
attributed  to  the  following: 


• A broadened  customer  and  product  base  has  broadened  during  the  past  three  fiscal  years,  as  Oracle  increased  the  number 
of  computers  and  operating  systems  on  which  its  RDBMS  operates  and  introduced  additional  software  tools  and 
applications  products 

• An  increase  in  market  demand  for  database  and  tools  products 

• The  rise  in  market  acceptance  for  Oracle's  RDBMS 

• Increased  penetration  in  the  financial  and  manufacturing  applications  markets 

• Continued  increase  in  the  percentage  of  licenses  for  computers  using  the  UNIX  operating  system  and  desktop  operating 
systems. 

• In  addition,  the  company  has  strengthened  its  direct  sales  channels  that  market  its  products  and  services. 


Research  and  development  expenditures  were  approximately  $260.6  million  (9%  of  revenue)  in  fiscal  1995,  compared  to  $197.1 
million  ( 1 0%  of  revenue)  in  fiscal  1 994  and  $ 1 46.4  million  ( 1 0%  of  revenue)  in  fiscal  1 993,  after  capitalizing  software 
development  costs. 


Oracle  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

5/95 

5/94 

5/93 

5/92 

5/91 

Revjnue 

$2,966.9 

$2001.1 

$1502.8 

$1178.5 

$1027.9 

• Percent  change  from 

previous  year 

48% 

33% 

28% 

15% 

12% 

Income  (loss)  before  taxes 

$659.0 

$423.5 

$218.0 

$96.1 

$(13.2) 

• Percent  change  from 

(a) 

(1  11%) 

previous  year 

56% 

94% 

127% 

114% 

Net  ncome  (loss) 

$441 .6 

$283.7 

$98.3 

$61.5 

$(12.4) 

• Percent  change  from 

previous  year 

56% 

189% 

60% 

120% 

(115%) 

Earnings  (loss)  per  share 

$1.00 

$0.96 

$0.34 

$0.22 

$(0.05) 

• Percent  change  from 

previous  year 

4% 

182% 

55% 

122% 

(110%) 

(a)  Includes  charges  of  $8.9  million  related  to  the  consolidation  of  offices  and  provisions  against  revenue  for  consulting  and 
other  lost  contracts. 

Revenue  Analysis  by  Product  Line 

Approximately  54%  of  Oracle's  fiscal  1995  revenue  was  derived  from  licensing,  44%  from  professional  services,  and  2%  from 
systems  integration  and  other  revenue. 

A three-year  source  of  revenue  summary  is  shown  on  the  following  page. 
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License  revenue  increased  46%  during  fiscal  1995,  and  service  revenue  grew  54%  over  that  of  fiscal  1994. 


Oracle  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Product/Service 

5/95 

5/94 

5/93 

Revenue  (a) 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Licenses 

• UNIX 

$1,175.0 

40% 

$786.0 

39% 

$556.1 

37% 

• Desktop 

271.0 

9% 

183.0 

9% 

105.3 

7% 

• Proprietary  Platforms 

160.0 

5% 

130.0 

7% 

150.2 

10% 

Total  License  Revenue 

$1,606.0 

54% 

$1,099.0 

55% 

$811.6 

54% 

Professional  services 

• Support 

$585.0 

20% 

$383.2 

19% 

$285.5 

19% 

• Consulting  and  Education 

710.0 

24% 

454.1 

23% 

315.6 

21% 

Total  Service  Revenue 

$1,295.0 

44% 

$837.3 

42% 

$601.1 

40% 

Other  * 

$65.9 

2% 

$64.8 

3% 

$90.1 

6% 

Total 

$2,966.9 

100% 

$2,001.1 

100% 

$1,502.8 

100% 

* Includes  systems  integration,  documentation,  and  miscellaneous  other  revenue, 
(a)  Estimated  product  and  product  line  revenue. 


• Approximately  73%  of  fiscal  1 995  license  revenue  was  derived  from  software  used  on  computers  using  the  UNIX 
operating  system,  up  from  71%  in  fiscal  1994. 

• Revenue  from  software  used  on  desktop  computers  was  1 7%  and  from  use  on  computers  employing  other  proprietary 
operating  systems-including  IBM  mainframes,  Digital  minicomputers,  and  other  minicomputers- 10%  of  license 
revenue. 

• Approximately  45%  of  fiscal  1995  professional  services  revenue  was  derived  from  support  services  and  55%  from 
consulting  and  education  services. 

• Support  revenue  grew  53%  in  fiscal  1 995  and  35%  in  fiscal  1 994.  These  increases  reflect  the  continuing  growth  in  the 
installed  base  of  Oracle's  products  under  support  contracts,  as  well  as  support  revenue  associated  with  the  Rdb  and 
repository  businesses  of  Digital  Equipment  Corporation,  acquired  in  late  1994. 

• Consulting  and  education  services  revenue  grew  56%  and  41%  in  fiscal  years  1995  and  1994,  respectively. 


Interim  Results 

Revenue  for  the  nine  months  ending  February  29,  1 996  reached  nearly  $2.76  billion,  a 42%  increase  over  $ 1 .95  billion  for  the 
same  period  in  1995. 


• Net  income  for  the  period  rose  30%,  from  $259.8  million  to  $337.0  million. 

• Oracle's  license  sales  grew  by  35%  year  to  year,  led  by  Oracle  Applications  revenue  growth  of  28%.  Service  revenue 
also  expanded  by  49%  to  $ 1 .4  billion. 

• Geographically,  revenues  were  up  46%  in  the  Americas,  up  31%  in  Europe/Middle  East/Africa  and  up  54%  in  the 
Asia/Pacific  Rim. 

Market  Financials 


Oracle's  products  are  targeted  to  clients  across  industries  and  specific  vertical  groups,  including  the  federal  government,  the 
public  sector,  computer-integrated  manufacturing,  federal  systems  integrators,  pharmaceuticals,  utilities,  higher  education, 
telecommunications,  and  oil  and  gas. 

Geographic  Markets 


Approximately  48%  of  revenue  was  derived  from  Oracle  Americas,  39%  from  Oracle  Europe/Middle  East/Africa,  and  13%  from 
the  Oracle  Asia  Pacific  business  units. 

A two-year  geographic  source  of  revenue  summary  follows: 
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Oracle  Corporation 

Two-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

5/95 

5/94 

Item 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

Oracle  Americas 

$1,416.2 

48% 

$942.7 

47% 

Oracle  Europe/Middle  East/Africa 

1,165.4 

39% 

833.1 

42% 

Oracle  Asia  Pacific 

385.3 

13% 

225.3 

11% 

Total 

$2,966.9 

100% 

$2,001.1 

100% 

Domestic  revenue  increased  54%  and  44%  in  fiscal  1995  and  1994,  respectively,  while  international  revenue  increased  44%  and 
28%  in  fiscal  1 995  and  1 994,  respectively. 


Domestic  revenue  accounted  for  approximately  42%,  40%,  and  37%  of  total  revenue  in  fiscal  years  1995,  1994,  and  1993, 
respectively.  Revenue  from  international  customers,  including  end  users  and  resellers,  was  approximately  58%,  60%,  and  63%  of 
revenues  in  fiscal  1995,  1994,  and  1993,  respectively. 

Acquisitions 


In  July  1995,  Oracle  acquired  the  on-line  analytical  processing  business  of  Information  Resources,  Inc.,  including  all  related 
software  products  and  customer  support  services,  for  $ 1 00  million  in  cash. 

Employees 


As  of  February  29,  1996,  Oracle  had  approximately  21,376  full-time  employees,  segmented  as  follows: 


Sales  and  service 1 5,405 

Marketing 949 

Research  and  development 2,907 

General  and  administrative 2,1 15 


21,376 


Of  those,  9,935  employees  were  located  in  the  U.S.  and  1 1,441  in  approximately  50  other  countries. 

Key  Products  and  Services 

Systems  Software 

Oracle's  principal  product  is  the  ORACLE  RDBMS.  It  allows  users  to  define,  retrieve,  manipulate  and  control  data  stored  on 
multiple  computers  using  the  industry  standard  SQL  language. 

The  company's  products  are  grouped  into  three  main  product  families  as  described  below: 

Server  Technology 

This  product  family  consists  of  an  integrated  set  of  database  server  and  network  products. 


• ORACLE7— The  company's  flagship  product  permits  multiple  computers  using  a common  operating  system  to  access  a 
single  database  stored  on  shared  disk  devices.  It  provides  advanced  capabilities  for  centrally  defining  business  policies 
and  data  integrity  rules  within  a database  and  for  automatic  enforcement  of  those  policies  and  rules  by  the  DBMS, 
o Oracle  Universal  Server®  (Oracle7  Release  7.3),  introduced  in  February  1996,  is  an  all-purpose  server  that 
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combines  Oracle7  with  complete  Web,  text  management,  messaging,  and  multimedia  information  servers.  Web 
server  software  is  now  included  as  part  of  the  Oracle  Universal  Server.  Options  are  available  to  extend  the 
functionality  of  Oracle7  Release  7.3,  including: 

■ Oracle  Video  Option  delivers  full-motion,  full-screen  digital  video  and  audio  data  over  standard 
switched  Ethernet  and  FDDI  corporate  networks  for  a variety  of  applications. 

■ Oracle  ConText  Option  allows  users  to  process  text-based  information  as  quickly  and  easily  as 
relational  data,  at  any  scale.  The  ConText  Option  is  based  on  Standard  Query  Language  (SQL). 

■ Oracle  Spatial  Data  Option  enables  spatial  data  to  be  efficiently  stored,  accessed,  and  manipulated  in  the 
database,  and  in  the  same  manner  as  structured  data. 

■ Oracle7  Advanced  Networking  Option  is  a comprehensive  networking  management  package  for 
reducing  the  administrative  cost  and  increasing  the  security  of  corporate  data. 

o Oracle7  MultiDimension  provides  support  for  spatial  data,  leading  the  company's  movement  into  data 
warehousing  and  decision  support  systems. 

o During  the  fourth  quarter  of  fiscal  1 995,  Oracle  was  the  first  database  vendor  to  provide  very  large  memory 
(VLM)  technology  for  64-bit  systems.  Oracle7  with  VLM  capability  drives  performance  gains  of  up  to  200 
times  over  existing  32-bit  systems. 

• Oracle  GroupWare— A family  of  application  services  and  electronic  agents  that  allows  organizations  to  share  and  access 
multimedia  document  data. 

o Oracle  Office— A distributed  enterprise  workgroup  computing  system  for  client/server  environments.  It 
integrates  enterprise-wide  messaging,  scheduling,  directory  services,  and  proofreading  facilities,  as  well  as 
mobile  messaging. 

o Oracle  Interoffice  Suite— Built  on  the  Oracle  Office  messaging  server,  it  includes  a document  management 
component,  plus  access  from  Window  95,  the  Web,  and  MAPI-  or  ODMA-compliant  applications 

• OracleWare— A joint  development  with  Novell  that  combines  a database  and  networking  and  operating  system 
technologies  with  multiserver  messaging  capabilities. 

• Oracle  Open  Gateways— A suite  of  integration  products  providing  access  to  data,  applications,  and  systems,  including  to 
non-ORACLE  databases  that  support  DB2,  Digital's  Rdb  and  HP  Turbo  Image,  among  others. 

o Oracle  Client  Solutions  provide  mainframe  and  AS/400  applications  with  SQL  and  procedural  access  to  Oracle 
data  on  any  platform. 

o Oracle  Transparent  Gateway  for  APPC  allows  the  user  to  leverage  existing  mainframe  transactions  from  Oracle 
applications  on  any  platform. 

o Oracle  Procedural  Gateways  provide  open  systems  applications  with  transparent  SQL  access  to  any  data. 

• SQL*Net®-A  connectibility  tool  that  makes  it  possible  for  an  ORACLE  application  on  one  machine  to  access  its  local 
database  and  simultaneously  access  remote  databases  on  other  machines  running  ORACLE  (as  well  as  other  non- 
ORACLE  databases)  anywhere  within  a communications  network. 

• In  January  1995,  Oracle  introduced  Secure  Network  Services,  an  add-on  package  to  the  SQL*Net  connectivity  software. 
Secure  Network  Services  is  the  first  built-in  encryption  software  to  protect  corporate  data  in  client/server  environments. 


The  Oracle  Workgroup/2000  is  Oracle's  low-end  product  family  for  building  and  deploying  scalable,  next-generation 
client/server  systems. 


• Personal  Oracle7— A desktop  version  of  Oracle7,  available  for  Microsoft  Windows,  OS/2,  Windows  95,  and  Power 
Macintosh 

• Personal  Oracle  Lite— A low-cost  relational  database  that  fits  in  less  than  one  megabyte  of  memory 

• Oracle7  Workgroup  Server— A desktop  server  with  the  power  of  Oracle7,  for  mid-size  needs  such  as  a small  business 

o Oracle7  Workgroup  Server  for  Windows  NT 
o Oracle7  Workgroup  Server  for  OS/2 
o Oracle7  Workgroup  Server  for  NetWare 
o Oracle7  Workgroup  Server  for  UnixWare 
o Oracle7  Workgroup  Server  for  Solaris  x86 
o Oracle7  Workgroup  Server  for  SLO 

• Oracle  Power  Objects— A graphical  object-based  development  tool  for  rapid  creation  of  next-generation  client/server 
applications 

• Oracle  Objects  for  OLE-An  OLE-compliant  data  access  toolkit  for  building  Windows  client/server  applications  for 
Oracle7 

• Oracle  Mobile  Agents— The  Workgroup/  2000  client  component  of  Oracle  in  Motion  software 

Oracle  OLAP  products  feature  the  Express  family  of  client/server  OLAP  products,  which  includes  server  technology,  client 
tools,  and  applications  used  primarily  by  sales,  marketing,  finance,  and  management  end  users.  Oracle's  OLAP  product  family 
includes: 


• Oracle  Express  Server 

• Personal  Express 

• Oracle  Express  Analyzer 

• Oracle  Financial  Analyzer 

• Oracle  Sales  Analyzer 
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Oracle  WebSystem  is  a family  of  client/server  solutions  that  combine  the  power  of  multimedia  Oracle7  database  technology  with 
World  Wide  Web-based  servers,  clients  and  development  tools. 


• Oracle  Webserver  2.0,  introduced  in  February  1996,  is  a scalable  platform  for  building  secure  Web  sites  and 
applications  for  use  over  corporate  intranets  and  the  public  Internet.  It  also  provides  Java  capabilities  on  the  server. 

• Oracle  PowerBrowser™  is  a fully  standards-based  Web  browser  compatible  with  any  Web  server.  It  is  currently  being 
shipped  as  a developer  release,  and  is  scheduled  for  general  availability  during  the  second  quarter  of  1996. 


The  Network  Computer™  (NC™)  is  a family  of  low-cost  devices  that  supports  a graphical  environment  and  operates  in  a server- 
based  environment.  Oracle  has  produced  a reference  design  for  the  Network  Computer,  and  is  currently  working  with  other 
industry  leaders  to  create  and  support  the  standards  that  will  form  the  foundation  of  a digital  network  for  the  NC.  These  include 
World  Wide  Web  standards  such  as  HTML,  HTTP,  emerging  standards  such  as  Java,  access  standards  such  as  SQL  and 
CORBA,  and  video/audio  standards  such  as  MPEG2. 

Application  Development  and  Access  Tools 

Oracle's  two  primary  application  development  tools  are  Developer/2000  and  Designer/2000.  These  are  the  company's  second- 
generation  client/server  development  tools  that  bring  high-end  programming  features  to  Windows  developers. 


« Developer/2000  allows  users  to  apply  second  generation  functionality,  such  as  drag-and-drop  application  partitioning 
and  full  support  for  Microsoft's  Object  Linking  and  Embedding  2.0  (OLE2),  in  a graphical  environment.  Applications 
built  using  Developer/2000  can  be  used  in  environments  ranging  in  size  from  workgroups  to  several  thousand 
concurrent  user. 

«.  Designer/2000  is  Oracle's  modeling  tool  for  client/server  development,  combining  support  for  system  analysis,  software 
design,  code  generation,  and  BPR. 


The  Data  Access  family  consists  of  the  following: 


* Oracle  Data  Browser™— A graphical  data  access  client  that  enables  non-programmers  to  easily  locate,  quer  / and  display 
information  stored  in  networked,  distributed  databases 
« Oracle  Data  Query™— Designed  for  users  to  run  ad  hoc  queries  without  any  knowledge  of  SQL 

i Oracle  Glue™-An  adaptable,  portable,  integrated  application  programming  interface  that  enables  users  to  use  any  tools 
with  any  data  on  any  server. 


The  D/2000  Tools  family  contains  the  following: 


« Oracle  Forms™— A tool  that  allows  applications  developers  to  design,  prototype,  and  customize  forms-bast  d 
applications  without  programming 

« Oracle  Reports™— A tool  that  allows  applications  developers  to  create  highly  formatted  reports  without  programming 
t Oracle  Graphics®— A tool  that  allows  users  to  generate  high-resolution  pie,  line  or  bar  graphs  from  data  stored  in  an 
ORACLE  database 
«<  Oracle  Procedure  Builder 
«■  Oracle  Open  Client  Adapter 
c Oracle  Translation  Manager 
» Oracle  Programmatic  Interfaces 

D/2000  CASE  family  is  comprised  of  the  following: 

» CASE  Method™— Provides  a structure  for  systems  designers  to  develop  and  implement  systems 

• Oracle  CASE  Dictionary™— Supports  the  CASE  Method  and  provides  utilities  to  help  systems  designers  develop, 
implement,  and  document  application  systems 

• Oracle  CASE  Exchange™— Provides  a mechanism  for  transferring  analysis  specifications  held  in  different  tools  to  the 
CASE  Dictionary 

• Oracle  Forms  Generator™— Allows  application  developers  to  generate  working  SQL*Forms  applications  using  the 
nformation  in  CASE  Dictionary 

• Oracle  Reports  Generator 

• Oracle  Server  Generator 

• Oracle  CASE  Designer™— Provides  a bit-mapped  graphical  interface  to  the  CASE  Dictionary 

End-User  Applications  Products 

Oracle's  family  of  Cooperative  Applications  software  automates  business  operations  with  software  for  commercial  accounting. 
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manufacturing,  distribution,  project  control,  government  accounting,  and  human  resources  management. 


• Oracle  Financials™-A  family  of  accounting  applications  software  products  designed  for  centralized  and  decentralized 
accounting  departments  in  companies  of  any  size.  Products  include  Oracle  General  Ledger™,  Oracle  Payables™,  Oracle 
Assets™,  Oracle  Receivables™,  Oracle  Revenue  Accounting™,  Oracle  Personnel™,  Oracle  Order  Entry™,  Oracle 
Purchasing™,  Oracle  Inventory,  Oracle  Sales  & Marketing,  and  Oracle  Commissions. 

• Oracle  Government  Financials™- A family  of  integrated  accounting  software  packages  for  federal,  state  and  local 
governments.  Products  include  Oracle  Government  General  Ledger™,  Oracle  Government  Purchasing™,  Oracle 
Government  Payables,™  and  Oracle  Government  Receivables™. 

• Oracle  Manufacturing™  consists  of  a full-function  manufacturing  product  family  tightly  integrated  with  Oracle 
Financials.  Products  include  Oracle  Inventory™,  Oracle  Bill  of  Materials™, Oracle  Work  in  Process™,  Oracle  Master 
Scheduling™,  Oracle  MRP™,  Oracle  Order  Entry™,  Oracle  Capacity™,  Oracle  Engineering™,  Oracle  Cost 
Management™,  and  Oracle  Purchasing™. 

o The  products  are  available  for  Digital  VAX/VMS,  Data  General,  Hewlett-Packard,  Sequent,  and  Pyramid 
computers  and  will  be  ported  to  Sun  and  other  mainframe,  minicomputer,  workstation,  and  microcomputer 
systems  on  which  ORACLE  is  available. 

o Through  an  agreement  formed  with  Datalogix  International,  Inc.  in  1 994,  Oracle  has  obtained  the  right  to  resell 
Datalogix's  GEMMS  system  as  Oracle  GEMMS. 

• Oracle  Human  Resources  Management  Systems™  include  Oracle  Human  Resources™  and  Oracle  Payroll™. 

The  Oracle  New  Media  product  family  is  an  end-to-end  software  architecture  for  delivering  interactive  multimedia  services  over 
any  network  to  PCs,  set-top  boxes,  and  personal  digital  assistants. 

• The  Oracle  Media  Server™— A multimedia  extension  of  Oracle's  database,  messaging  and  transaction  processing 
software.  It  stores,  retrieves,  and  manages  a wide  variety  of  information,  including  "structured"  operational  data,  "un- 
structured" document  data,  and  "stream"  video  and  audio  data. 

• Oracle  Media  Net™— A connection  from  the  home  television,  via  a set-top  box,  to  the  Oracle  Media  Server.  It  hides  the 
complexity  of  various  networks  (phone  lines,  satellite  broadcasts,  and  cable  connections),  and  communicates  with  "smart 
TVs"  to  deliver  information  to  homes. 

• Oracle  Media  Objects™— An  authoring  tool  for  creating  broadcast-quality  interactive  multimedia  applications  for  both 
CD  ROM  and  interactive  television 


Oracle  Applications®  is  an  integrated  suite  of  more  than  30  client/server  applications  that  includes  Order  Fulfillment, 
Operations,  Procurement,  Finance  and  Administration,  Human  Resources,  and  Information  Technology  components  of  the  value 
chain  model  and  its  infrastructure. 


• During  the  third  quarter  of  fiscal  1996,  Oracle  released  new  Oracle  Applications  based  on  the  company's  SmartClient 
architecture:  Oracle  Assets,  Bill  of  Material,  Capacity,  Cost  Management,  EDI  Gateway,  Engineering,  Inventory, 
Payables  and  Government  Payables,  Quality  and  Work  in  Process. 

• In  July  1995,  the  company  released  nine  new  Oracle  Applications:  Oracle  Quality,  Service,  Sales  and  Marketing,  Sales 
Compensation,  Applications  Data  Warehouse,  Payroll,  EDI  Gateway,  Internet  Commerce,  and  Workflow. 


Consulting/T raining/Support  Services 

Consulting  Services 


Consulting  services  include  strategic  systems  planning,  systems  management,  systems  architecture  development,  customized 
applications  development  and  in-house  technology  integration  support.  Consulting  projects  range  from  ad  hoc  consultations 
billed  by  the  hour  to  fixed-price  custom  development  projects  in  excess  of  $1  million.  The  company  provides  optional  renewals 
of  support  for  a fee  ranging  from  approximately  1 5%  to  35%  of  the  price  of  the  applicable  license.  Oracle  has  more  than  300 
consultants  worldwide. 


Training 

Oracle  provides  more  than  100  courses  at  more  than  90  education  centers  worldwide.  The  company  also  offers  on-site  training  to 
customers  who  request  it.  Training  and  education  courses  range  from  hourly  fixed-price  classes  to  custom  seminars. 

Customer  Support 

The  company  provides  support  services  through  the  Oracle  Worldwide  Customer  Support  organization.  Oracle  has  a suite  of 
complementary  support  services— Orademetals  , Oradefoundation  , and  OradcINCIDENT  programs— to  provide  differing 
levels  of  support. 


Each  analyst  in  Worldwide  Customer  Support  is  backed  by  the  Oracle  Support  Supercenter  Program,  located  in  strategic  time 
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zones  around  the  world  to  provide  24-hour  backup  for  local  support  centers. 


The  Oracl emetals  support  program  provides  on-line  information  services,  as  well  as  problem  fixes,  maintenance  releases,  and 
a comprehensive  upgrade  service. 


• Oracl eBRONZE  is  the  entry-level  service,  including  telephone  support  and  on-line  access  and  download  services. 

• Oracl eSIL  VER  includes  the  elements  of  the  Bronze  service,  plus  seven  days  a week,  24-hours  per  day,  pro  active 
support. 

• OradeGOLD  includes  the  services  of  the  Bronze  and  Silver  levels,  plus  preventive  and  tailored  support  services. 

Oradefoundation  provides  a lower  level  of  interaction,  and  support  services  are  provided  via  on-line  services,  24  hours  per 
day,  365  days  per  year.  Customers  log  assistance  messages  with  other  customers  and  Oracle,  using  on-line  support  forums. 
Oracl  ^foundation  also  has  provision  for  telephone  access  to  Oracle  analysts  through  the  OradeINCIDENT  program. 


• OradeINCIDENT  support  service  offers  telephone  access  to  Oracle  technical  analysts  for  customers  with  either  trial  or 
purchased  licenses. 

• This  service  is  designed  for  users  with  minimal  technical  support  needs,  and  is  available  during  normal  office  hours  for  a 
per-incident  usage  fee. 

» Calls  to  Oracle  Technical  Support  are  customer  prioritized,  using  a set  of  pre-defined  severity  levels. 

Marketing  and  Sales 


Domestically,  Oracle  markets  its  products  and  services  through  its  own  direct  sales  and  service  organization,  Oracle  USA,  which 
consists  of  4,840  sales  and  service  employees,  and  some  indirect  channels.  Sales  offices  are  based  in  the  company's  headquarters 
in  Redwood  City  (CA)  and  in  field  offices  in  approximately  50  U.S.  metropolitan  areas. 


Internationally,  Oracle  markets  its  products  through  the  sales  and  service  organizations  of  its  50  subsidiaries,  with  the  principal 
subsidiaries  in  continental  Europe,  the  U.K.,  Canada,  Australia,  Asia,  the  Middle  East,  and  Latin  America. 


•j  International  sales  and  service  groups  consisted  of  7,769  employees  as  of  May  31,1 995. 

« In  addition,  Oracle  markets  its  products  through  approximately  30  independent  distributors  in  intemationa  territories 
not  covered  by  its  subsidiaries'  direct  sales  organizations. 


The  company  also  markets  its  products  through  original  equipment  manufacturers  (OEMs),  value-added  relicensor ; (VARs), 
prefe  Ted  systems  integrators  (PSIs),  and  independent  software  vendors  (ISVs)  that  redistribute  the  products  by  combining 
Oracle's  relational  DBMS  with  computer  hardware  or  software  applications  packages. 


Due  to  significant  competition  in  the  DBMS  marketplace,  technical  support  plays  a major  role  in  Oracle's  sales.  The  company's 
sales  representatives  are  typically  teamed  with  technical  support  specialists  who  can  answer  technical  questions. 

Alliances 


Some  of  Oracle's  partnerships  include  the  following: 

In  Feoruary  1996,  Oracle  announced  its  partnership  with  VeriFone  Inc.  of  Redwood  City  (CA)  to  develop  software  for 
purchasing  products  and  services  over  the  Internet. 

During  the  third  quarter  of  fiscal  1995,  Oracle  entered  into  a cooperative  development  and  marketing  agreement  with  New  York 
Life  Insurance  to  globally  market  the  first  suite  of  client/server  software  applications  for  the  insurance  industry. 

During  the  third  quarter  of  fiscal  1995,  Oracle  and  eight  other  enterprise  applications  companies  formed  the  Open  Applications 
Group  to  promote  application  integration.  The  group  will  develop  industry  standards  that  facilitate  easy  integration  of 
applications  from  multiple  vendors. 

In  January  1995,  Oracle's  Services  business  entered  into  an  agreement  with  Smart  Corp.  to  use  its  suite  of  tools  in  the  delivery  of 
technical  consulting  services  to  Oracle  customers. 

In  October  1994,  Oracle  announced  the  Oracle  Set-Top  Alliance,  which  consists  of  25  interactive  television  vendors,  that  will 
promote  interoperability  on  the  information  superhighway. 
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In  September  1994,  Oracle  and  Hewlett-Packard  announced  the  Oracle/HP  Applications  Initiative,  a business  alliance  intended 
to  increase  the  customer  base  for  Oracle  Cooperative  Applications  running  on  HP  machines. 

In  September  1994,  Oracle  and  Datalogix  International,  Inc.,  formed  an  agreement,  giving  Oracle  the  right  to  resell  the  Datalogix 
Global  Enterprise  Manufacturing  Management  System  (GEMMS)  as  Oracle  GEMMS. 

In  August  1994,  Oracle  teamed  up  with  SHL  Systemhouse  Inc.,  to  deliver  Quickstart,  a fixed-price  applications  program  to  move 
financial  systems  from  proprietary  mainframe  systems  to  open  computing  systems. 

In  April  1994,  Oracle  Corp.  entered  into  a joint  marketing  agreement  with  SHL  Systemhouse  to  market  Oracle  Cooperative 
Applications— the  company's  client/server  business  applications-with  SHL's  outsourcing  services. 

In  March  1994,  Oracle  announced  the  formation  of  Oracle  Corp.  Cooperative  Applications  Initiative  (CAI),  with  a goal  to  make 
it  possible  for  users  to  access  business  applications  while  working  in  the  suite  of  Oracle  applications. 


• CAI  members  include  1 70  Systems,  Alpha  & Omega,  American  Business  Computer,  American  International  Facsimile 
Products,  Aurum  Software,  Inc.,  Business  Objects,  Inc.,  Clarify  Inc.,  Cognos,  Datalogix  International,  EDI  Solutions, 
Inc.,  HSB  Reliability  Technologies,  i2  Technologies,  Industri-Matematik,  Intermec  Corporation,  InTime  Systems, 
Mantix,  Inc.,  Manugistics,  Inc.,  Metrix,  Noetix  Corporation,  Pillar  Corporation,  Recognition  International,  Inc.,  Sherpa 
Corporation,  SQL  Systems,  Sterling  Software,  The  System  Works,  Inc.,  Trilogy  Development  Group,  TRW/FileNet, 
Virtex,  and  Western  Data  Systems. 


The  Cooperative  Services  Initiative  (CSI)  program  teams  Oracle  with  Big  6 consultants,  systems  integrators,  hardware  vendors, 
and  system  management  tools  suppliers  to  build  the  most  comprehensive  set  of  open  implementation  services  for  Oracle 
Cooperative  Applications. 


• CSI  members  include  Andersen  Consulting,  AT&T  Global  Information  Solutions,  Computer  Sciences  Corporation, 
Compaq  Computer  Corporation,  Coopers  & Lybrand,  Data  General,  DEC,  DRT  Systems  International,  Hewlett-Packard, 
IBM,  Price  Waterhouse,  Pyramid  Technology,  Sequent  Computer  Systems,  Inc.,  SHL  Systemhouse,  Solboume 
Computer,  Inc.,  Sun  Microsystems,  and  Unisys. 


Oracle's  Warehouse  Technology  Initiative  (WTI)  program  is  an  alliance  program  that  provides  customers  with  a complete  data 
warehousing  solution  based  on  the  Oracle7  database,  and  more  than  40  complementary  third-party  software  products.  In 
February  1996,  Oracle  increased  the  number  of  third-party  data  warehousing  tools  by  adding  nine  new  member  companies  to  the 
WTI  program. 


The  Oracle  Set-Top  Alliance  was  formed  to  promote  interoperability  and  speed  the  delivery  of  interactive  television  services  to 
consumers.  It  includes  more  than  50  set-top  device  vendors,  set-top  component  manufacturers,  and  providers  of  other  set-top- 
related  technologies. 

Clients 


Oracle  products  are  used  in  a number  of  industries  such  as  manufacturing,  defense,  telecommunications,  the  public  sector, 
computer  hardware  and  software,  energy,  health  care,  financial  services,  media  and  entertainment,  chemicals,  pharmaceuticals, 
retail,  and  transportation. 


Oracle's  client  list  includes,  but  is  not  limited  to,  the  following: 


McDonnell  Douglas,  GEMPLUS,  Scania,  Australian  Submarine  Corp.,  U.S.  Air  Force,  British  Army,  BT,  NYNEX,  Telefonica 
Moviles,  Maricopa  County  Community  College  District,  United  States  Postal  Service,  Canadian  Hydrographic  Service,  NEC 
Corporation,  Cisco  Systems,  Sun  Microsystems,  Slovnaft,  Nippon  Oil  Company,  Ltd.,  South  Texas  Project,  AOK,  Ministry  of 
Health  Department,  Taiwan,  Alliance  Blue  Cross/Blue  Shield,  MasterCard  International,  Hannover  Rueckversicherungs-AG, 
Union  Bank  of  Switzerland,  TELE-TV,  Sony,  Prodigy,  The  Upjohn  Company,  Bayer  AG,  Zenaca  Pic.,  Fingerhut,  McDonald's, 
IKEA,  Polish  State  Railways,  Europcar,  Korean  Air,  Bell  & Howell,  Egghead  Software,  Goodyear  Tire  & Rubber  Company, 
Leeson  Electric  Corporation,  New  York  Stock  Exchange,  and  Raytheon  Service  Corporation. 

Competition 


Oracle  competes  with  different  companies  within  the  various  markets  it  addresses: 


• Principal  independent  competitors  in  the  enterprise  and  departmental  DBMS  marketplace  include  Informix  Corporation, 
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Sybase  Inc.,  the  ASK  Group,  Inc.,  which  was  acquired  in  1994  by  Computer  Associates  International,  Inc.,  Progress 
Software  Corporation,  and  Software  AG. 

• In  the  workgroup  DBMS  market,  the  company  competes  with  various  desktop  software  vendors,  including  Microsoft 
Corporation. 

• Major  competitors  in  the  enterprise  client/server  software  marketplace  include  SAP  Aktiengeschellschaft  in  the 
financial,  manufacturing,  and  human  resources  applications  market,  and  PeopleSoft,  Inc.  in  the  human  resources  and 
financial  applications  market. 

• Oracle  also  competes  with  hardware  systems  vendors  that  sell  or  license  database  software,  including  IBM  in  the 
mainframe  and  UNIX  market. 


In  the  applications  development  tools  market,  Oracle  competes  primarily  with  PowerSoft  Corporation,  recently  acquired  by 
Sybase,  Inc. 


• Oracle  also  competes  with  systems  integrators  and  consulting  organizations  in  the  services  marketplace. 

INPUT  Assessment 


Oracle's  major  strengths  include: 

» A successful  expansion  into  the  consulting  and  professional  services  arena 

• Providing  products  in  all  the  key  segments  of  the  enterprise  software  marketRDBMS,  application  development  tools, 
document  automation,  and  distributed  client/server  enterprise  applications 

• Its  aggressive  and  effective  sales  and  marketing 

• Its  leading  technology 

The  greatest  challenge  facing  Oracle  in  the  coming  year  is  the  successful  integration  and  implementation  of  the  Internet  into  its 
products  and  services. 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Headquarters 


Summary  Info 


Oracle  BV 

Chairman/ 

Pres/CEO: 

Lawrence  L.  Ellison 

Rijnzathe 

Status: 

Public 

VL  3454  PV  De  Meern 
Netherlands 

Employees: 

23,113(05/1996) 

Phone: 

Fax: 

Revenue: 

$ 4,223.3  mil 

+31  3406  94  211 

+31  3406  65  603 

Company  Web  Site: 

http://www.oracle.com 

Year  End 

May-1996 

Key  Points 


..  Growth  at  Oracle  continues  to  reaccelerate  as  recession  recedes,  with  revenues  of  48%  in  fiscal 
year  ended  May  1995 

i.  While  licence  fee  revenues,  particularly  for  UNIX  servers,  are  strengthening,  services  are  a 
significant  contributor  to  enhanced  growth  and  embrace  consultancy,  training  and  technical 
support. 

<■  Oracle  has  long  recognised  that  services  can  be  a key  differentiator  for  software  sup  pliers,  and 
derives  a much  higher  proportion  of  revenues  from  services  than  many  of  its  competitors. 

< However,  in  the  past  much  of  this  emphasis  has  been  on  professional  services  (consultancy 
and  training).  Technical  support,  while  competent  and  well-respected,  has  not  been  a focus  for 
innovation  or  market  differentiation 

< With  the  shift  into  client/server  and  more  open  environments,  support  issues  have  1 een 
thrown  into  sharper  focus  as  real  business  applications  move  down  the  systems  seal 3,  and  the 
base  of  'non-expert'  users  proliferates 

r Oracle  has  responded  to  this  challenge  by  developing  a worldwide  strategy  for  support  services 
based  on  service  availability  24  hours  a day  in  all  time  zones,  and  a set  of  clearly-de  dned 
service  packages  (named  after  the  precious  metals)  targeted  at  specific  groups  of  Oracle  users 

» In  1995,  Oracle  announced  a new  strategy  following  the  idea  of  downloading  applicE.tions-on- 
demand  from  the  Internet 

< New  client/server  implementation  partners  as  of  February  1996  are  Deloitte  Touche 
Tohmatsu,  Unisys,  KPMG,  Coopers  & Lybrand,  Ernst  & Young  and  Price  Waterhouse. 


Coripany  Description 


The  Oracle  Corporation  is  the  world's  largest  vendor  of  database  software  and  related  information 
management  services.  Volumes  of  database  software  sales  are  twice  that  of  nearest  rival  Informix 
and  three  times  that  of  third  placed  Sybase. 


Its  products  are  led  by  the  Oracle  7 relational  database  (which  commands  nearly  half  the  world 
market  for  RDBMS),  plus  tools  for  application  development,  document  automation,  and  networking. 
All  Oracle  products  support  data,  text,  images,  audio  and  video.  In  addition  to  these  systems 
products,  Oracle  also  sells  application  packages  for  accounting,  manufacturing,  human  resources  and 
other  business  functions. 


Oracle  software  runs  on  most  computer  systems  from  PC's  to  large  mainframes,  and  is  operating 
system  independent.  Particular  emphasis  is  laid  on  Oracle  7 being  the  first  database  to  run  on 
massively  parallel  processors,  clusters  of  thousands  of  microprocessors  that  allow  the  rapid  transfer 
of  the  huge  volumes  of  data  necessary  to  support  the  use  of  new  technologies  such  as  interactive 
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video. 

In  1994  Oracle  acquired  Digital's  proprietary  database,  RDB,  and  there  have  been  persistent 
rumours  that  it  is  planning  to  acquire  the  Apple  Corporation,  supported  by  its  commitment  to 
develop  versions  of  Oracle  7 for  the  Apple  PowerMac. 

Operations  and  Structure 

Founded  in  1977  as  Relational  Software  Inc  (Larry  Ellison  was  a co-founder),  the  company  changed 
its  name  to  Oracle  Corporation  in  1983  to  better  identify  with  its  market-leading  relational  database 
management  system.  The  company  first  issued  pubhc  stock  in  1986. 

Oracle  operates  in  93  countries  worldwide,  through  a structure  of  three  regional  headquarters 
(Americas,  Asia/Pacific  Rim/India,  Europe/Middle  East/Africa)  supported  by  country  headquarters 
and  branch  offices  for  each  of  the  principal  national  markets.  Worldwide  headquarters  is  in  Redwood 
Shores  in  California’s  ‘Software  Valley’,  South  of  San  Fransisco  in  the  USA.  European  operations 
began  in  1983  are  headquartered  in  the  Netherlands. 

Reporting  is  functional  rather  than  geographic,  thus  the  head  of  technical  support  in  the  UK. 

Activity  is  co-ordinated  by  worldwide  operations  and  product  committees,  making  it  feasible  to  carry 
out  programmes  such  as  Worldwide  Customer  Support. 

Each  major  market,  however,  has  discretion  to  adapt  such  programmes  to  local  circumstances  and  to 
market  them  according  to  local  conventions,  so  that  they  have  an  appropriate  ‘look  and  feel’. 

In  the  past  Oracle  has  supported  local  market  initiatives,  such  as  the  development  of  a specific 
healthcare  business  in  the  UK,  but  recently  these  have  been  de-emphasised  in  favour  of  focus  on  core 
systems  products.  Over-diversification  and  recession  combined  to  produce  sharply  reduced  income  in 
the  early  1990's  and  Oracle  has  responded  to  the  lesson  thus  learnt. 

Historically  Oracle  has  derived  the  largest  portion  of  its  revenues  from  direct  sales,  typically  to  the 
information  systems  function  within  its  customers. 

In  response  to  the  rapid  expansion  of  the  chent/server  and  desktop  marketplaces,  Oracle  is  now 
seeking  to  increase  its  sales  through  resellers  and  other  indirect  channels  such  as  the  hardware 
vendors  and  mass-market  software  vendors,  targeting  a rise  from  around  a third  of  total  sales  at 
present  to  at  least  half  by  1997. 

Company  Strategy 

Oracle’s  stated  objective  is  to  become  the  supplier  of  choice  for  corporate  re-engineering  and  the 
software  standard  for  the  emerging  Information  Highway. 

Presently  positioned  most  strongly  in  the  large  and  mid-range  systems  market,  Oracle  intends  to 
increase  its  appeal  in  the  desktop  systems  market,  particularly  in  the  area  of  multimedia 
applications,  where  it  has  developed  Media  Server  software  to  support  high  volumes  of  users  of  such 
applications. 

Its  strategy  is  founded  on  the  view  that  the  database  is  the  key  software  component  of  the 
‘information  age’,  and  its  principal  target  is  ‘enterprise  computing’,  ie  the  use  of  computer  systems  to 
support  the  business  rather  than  the  individual  user. 

Its  services  strategy  parallels  this  enterprise-based  view,  and  is  summed  up  in  its  services  mission; 
‘To  be  our  customers  most  valued  business  partner  by  ensuring  their  successful  implementation  and 
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use  of  Oracle's  products  across  their  whole  enterprise’. 

An  important  element  of  Oracle's  strategy  is  the  gaining  of  ISO  9000  quality  accreditation  in  all 
parts  of  its  business. 

Financials 

In  the  year  ending  31.5.95,  total  worldwide  revenues  rose  48%  to  almost  $3  billion. 

A five-year  financial  summary  shown  in  Exhibit  1. 

Research  and  development  expenditure  totalled  $260  million  in  1995,  representing  around  9%  of 
revenue  and  an  increase  of  32%  on  the  previous  year. 

Exhibit  1 


Oracle 

Five-Year  Financial  Summary,  31.5  $ Million 


Year 

1995 

1994 

1993 

1992 

1991 

Revenues 

2,967 

2,001 

1,503 

1,178 

1,028 

, % change 

48 

33 

28 

15 

12 

Operating  income 

650 

420 

217 

114 

18 

Net  income 

442 

284 

98 

62 

(12) 

Eanings/share  in  $ 

1.00 

0.64 

0.22 

0.22 

(0.05) 

Source:  ORACLE 


Exhibit  2 


Oracle 

1995  Revenues  by  Activity,  $ Millions 


Act  vity 

Revenue 

Share 

Applications 

148< 

5% 

Too  s 

356 

12°/ 

Servers 

1,098 

37°/ 

Services  (Support,  Consulting,  Education) 

1,365 

46% 

Total 

100% 

Source:  Oracle  / INPUT 

Oracle’s  software  licensing  revenues  for  computers  running  under  UNIX  strongly  increased  over  the 
past  years.  Exhibit  3 shows  a three-years  development  of  Oracle's  licensing  revenues  by  segment. 

Exhibit  3 


Oracle 

Percentages  of  Software  Licences, 
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Year 

1993 

1994 

1995 

UNIX  Computers 

69% 

71% 

73% 

Desktop  Computers 

14% 

17% 

17% 

Computers  with  Proprietary  Operating  Systems  including  DEC 
Minicomputers,  IBM  Mainframes  and  Others 

17% 

12% 

10% 

Total 

100% 

100% 

100% 

Source:  Oracle 


Exhibit  4 provides  INPUT  estimates  of  Oracle's  revenues  by  industry  sector. 
Exhibit  4 


Oracle 

European  Revenues  by  Industry  Sector  1995 


$ M 

llions 

Industry  Sector 

Revenues  in 
$ Millions 

Share 

Discrete  Manufacturing 

225 

20% 

Process  Manufacturing 

180 

16% 

Transportation 

70 

6% 

Retail  Distribution 

44 

4% 

Telecommunications 

70 

6% 

Utilities 

22 

2% 

Banking  & Finance 

180 

16% 

Insurance 

25 

2% 

Health  Services 

10 

1% 

State  & Local  Government 

270 

24% 

Business  Services 

30 

3% 

Total  Software  & Services 

1,126 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Geographic  Markets 

A geographic  split  of  Oracle's  revenues  is  shown  in  Exhibit  5. 
Exhibit  5 


Oracle 

Revenues  by  Region  $ Million 


Region 

1992 

1993 

1994 

1995 

1995  Share 
of  Total 

US 

449 

553 

800 

1,234 

42% 

Europe 

558 

687 

803 

1,126 

38% 

Other  International 

1 71  < 

263 

398 

607 

20% 
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Total 

1,178 

1,503 

2,001 

2,967 

100% 

Source:  Oracle  / INPUT 


Exhibit  6 


Oracle 

Five-Year  Summary  Human  Resources, 


Year 

1991 

1992 

1993 

1994 

1995 

Headcount 

7,400 

8,100 

9,200 

12,100 

17,000 

Annual  Growth  Rate 

9% 

9% 

14% 

32% 

36% 

Revenue  per  Employee  in 
$ million 

0.139 

0.145 

0.163 

0.165 

0.175 

Source:  INPUT 


Employees 

At  the  end  of  fiscal  year  1994,  Oracle  Corporation  had  around  12,500  employees.  Of  these  more  than 
50%  are  active  in  consultancy,  training  and  technical  support,  and  this  proportion  rises  to  around 
65%  in  major  national  markets  such  as  the  UK. 

Exhibit  6 provides  a two-years  summary  of  Oracle's  development  in  human  resources.  Ke}  Services. 

This  section  of  the  profile  contains  a brief  overview  of  Oracle  Corporation’s  consultancy  and  training 
services,  and  provides  details  of  Oracle’s  technical  support  and  in  particular  Oracle’s  recently 
launched  Worldwide  Customer  Support  Programme,  analysing  the  support  options  offered  and  the 
pricing  strategies  being  used.  The  remaining  sections  of  the  profile  on  marketing  and  sales;,  alliances 
and  competitive  positioning  relate  to  customer  support,  and  not  to  Oracle  Corporation  as  a whole. 

Consultancy  and  Training 

Con  iultancy  services  offered  by  Oracle  Corporation  include: 

v.  Business  and  strategic  planning 
o Systems  integration  and  project  management 
» Based  solutions 
« Custom  solutions 

o Computer-aided  software  engineering  (CASE)  and  quality  services 
• Technology  services. 

These  services  are  provided  to  ensure  that  customers  use  Oracle's  products  and  services  to  best 
effect.  In  the  past  Oracle  has  shown  ambition  to  develop  independent  services  functioning  outside 
the  Oracle  product  set  — for  example  in  generic  systems  integration  and  training  activities. 
However,  there  has  been  some  retrenchment  from  this  position  as  part  of  its  general  refocussing  on 
core  products. 

As  well  as  training  in  the  Oracle  product  set,  courses  cover  technical  skills,  methods  and 
development  techniques  and  application  use  and  management.  There  are  in  excess  of  100  course 
titles  in  total. 
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Technical  Support 

Oracle’s  approach  to  technical  support  is  based  on  what  it  describes  as  its  philosophy  of  Total  Quality 
Support  (TQS),  which  in  essence  means  providing  support  for  Oracle  products  in  the  context  of  their 
use  within  customers  rather  than  in  isolation.  Thus  knowledge  of  hardware,  operating  software  and 
networking  environments  is  demanded  as  well  as  knowledge  of  Oracle’s  own  64  product  range. 

Support  Centres 

The  backbone  of  the  Worldwide  Customer  Support  programme  is  telephone  support  through  a 
network  of  92  Support  Centres  (one  in  each  country  of  operation)  and  four  SuperCentres,  two  in  the 
US  (Orlando  and  Redwood)  and  one  each  in  the  UK  and  Australia,  which  provide  24  hour  a day,  365 
days  a year  cover  over  all  time  zones.  This  structure  means  that  support  can  be  provided  by  a 
SuperCentre  outside  local  office  hours  anywhere  in  the  world,  and  that  escalation  facilities  are 
similarly  available  at  any  time. 

The  Centres  are  run  as  business  centres,  with  their  own  managing  director  and  local  profit  and  loss 
accounting.  Profits  are  re-invested  into  technical  support. 

Support  Centres  are  typically  organised  on  a platform  basis,  with  teams  specialising  in  UNIX,  Oracle 
applications,  and  desktop  computing.  Customers  are  allocated  to  these  teams  on  the  basis  of  their 
principal  use  of  Oracle  products. 

A key  tool  of  the  Support  Centres  is  the  Problem  Repository,  a case-based  database  of  known 
problems  and  recommended  solutions  accessed  through  Oracle's  worldwide  network. 

On-Line  Services 

The  Worldwide  Customer  Support  programme  also  responds  to  the  criticism  made  of  Oracle  in  the 
past  that  its  approach  was  too  heavily  focused  upon  telephone  support,  by  significantly  enhancing 
the  volume  of  technical  support  information  available  on  line  either  directly  or  through  Internet  and 
CompuServe,  and  offline  on  CD-ROM.  On-line  services  include  technical  information,  a software 
status  database,  technical  bulletins  and  training  details. 

Research  and  Development 

Research  effort  in  technical  support  has  been  enhanced  by  the  development  of  a Core  Technology 
Group  focusing  on  new  and  emerging  technologies  such  as  very  large  databases,  massively  parallel 
systems  and  multimedia.  This  is  complemented  by  Centres  of  Expertise  focusing  on  areas  such  as 
open  system  architectures,  and  database  and  solution  design.  These  include  the  Benchmarking 
Centre,  Mission  Critical  Support  Centre,  Enterprise  Systems  Centre  and  HP/Oracle  Competency 
Centre. 

Field  Support 

Field  support  options  have  also  been  strengthened  ranging  from  ad  hoc  periods  of  on-site  support  for, 
for  example,  migration  and  upgrades,  to  full-time  on-site  support  for  customers  with  large  and 
complex  systems. 

A number  of  structured  field  service  modules  can  be  added  to  the  standard  support  programmes  and 
are  described  in  the  section  on  the  ‘metals’  programmes  below. 

An  externally  run  programme  of  customer  satisfaction  surveys  on  technical  support  issues  is 
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regularly  conducted  on  a random  sample  of  customers  worldwide. 

Technical  Assistance  Requests 

The  basis  of  all  support  is  the  Technical  Assistance  Request  (TAR)  made  by  the  customer  to  the 
Oracle  Response  Centre.  The  customer  agrees  a priority  reflecting  the  degree  of  business  impact  of 
the  problem.  If  the  problem  cannot  be  resolved  by  TAR  personnel  or  requires  immediate  attention,  it 
is  passed  to  a Technical  Solution  specialist,  who  works  with  the  customer  either  by  telephone  or  by 
remote  log-in  or  system  duplication  to  resolve  the  problem. 

Failure  to  resolve  the  problem  within  the  appropriate  timescale  will  lead  to  the  instigation  of 
escalation  procedures,  firstly  within  the  local  and  regional  Support  Centres  and  then,  if  necessary, 
through  the  SuperCentres. 

Oracle  uses  computer  based  problem  tracking  and  resolution  systems.  These  systems  are  capable  of 
intelligently  routing  calls  to  specific  experts  or  groups  of  expertise.  The  systems  run  in  real  time  and 
can  replicate  a problem  on  the  global  network  to  provide  those  customers  who  wish  it  with  24  hour  or 
global  problem  resolution  facilities. 

Analysis  shows  that  around  65%  of  problems  are  resolved  within  30  minutes,  and  that  85%  of 
problems  are  resolved  within  4 hours.  Support  volumes  run  at  about  100,000  TAR’s  per  annum  in  the 
UK,  of  which  about  half  will  be  resolved  directly  by  Response  Centre  personnel,  with  the  remainder 
being  passed  to  Technical  Solution  specialists.  Oracle  has  won  the  Software  Magazine/Sentry  Market 
Research  award  for  the  highest  customer  satisfaction  in  the  RDBMS  and  UNIX  environments  in 
each  of  the  last  three  years. 

The  ‘metals’  Programme  of  Support  Packages 

Ora<  le  has  grouped  its  range  of  support  options  into  four  discrete  packages:  Bronze,  Silver  Gold  and 
Plat  num,  according  to  the  perceived  support  needs  of  different  groups  of  customers.  Pricing  of  these 
supj  ort  packages  has  been  decoupled  from  the  former  policy  of  pricing  support  as  a percentage  of  the 
licence  fee,  with  the  aim  of  demonstrating  that  enhanced  support  provides  real  additional  value  to 
the  ( ustomer  and  thus  commands  higher  prices.  Thus,  although  volume  discounts  are  available  on 
licence  fees,  these  are  not  carried  through  into  support  pricing. 

The  details  of  the  ‘metals’  programmes  are  as  follows.  Field  support  options,  charged  on  a nodular 
basi;  i,  can  be  added  to  any  of  the  programmes,  and  include  specified  weekend  cover  packai  es, 
database  administrator  services,  on-site  helpdesks,  application  support,  healthchecks  (inclading 
system,  communication  and  CASE  healthchecks),  performance  tuning,  and  implementation  support. 

Bronze 

The  Bronze  programme  is  recommended  as  the  minimum  level  of  support  required  by  any  Oracle 
customer.  It  includes: 

«>  Product  Updates  and  Maintenance  — Notification  and  access  information  is  provided  on 

patches,  maintenance  releases  and  documentation  updates  which  can  then  be  requested  by  the 
customer 

« Telephone  Support  — Office  hours  and  weekdays,  with  customer  defined  priority  levels 
reflecting  the  severity  of  the  fault 

<>  Software  Licence  Transfer  Policy  — Special  terms  for  supported  customers  when  changing 
systems  environments 

• Oracle  Support  Link  — A read-only  option  allowing  access  to  Oracle’s  CompuServe  forum,  a 
library  of  technical  information  and  news 
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• Electronic  Facilities  — On-line  access  to  technical  information  and  the  software  life  cycle  for 
Oracle  products,  expert  notes  and  training  schedules.  Available  through  direct  dial  and  the 
Internet 

CD-ROM  Support  Notes  — Technical  bulletins,  support  newsletters,  problem/fix  database 
information,  error  messages,  product  availability  and  services  information  provided  on  CD-ROM. 

• Documentation  for  Supported  Software 

• Software  Enhancement  Requests  — A feedback  mechanism  through  which  customers  can 
influence  future  product  development 

• Customer  Support  Guide  — Quick  reference  guide  on  the  Oracle  Support  Centre  and  other 
support  services  available. 

Silver 

Targeted  at  the  Oracle  user  who  requires  greater  than  weekday  office  hours  support,  the  principal 
addition  to  the  Bronze  programme  is  7 day  and  24  hour  access  to  the  Support  Centre.  Additional 
support  features  included  are: 

• x 24  Telephone  Support 

• Pro-Active  Technical  Alerts  — Urgent  communications  relating  to  Oracle  products  are 
delivered  by  fax,  requiring  immediate  attention 

• Technical  Support  Plan  — A support  plan  developed  by  Oracle  and  the  customer  enabling 
efficiency  gains  from  Oracle  products.  Reviewed  quarterly  to  set  and  monitor  performance 
goals 

• Technical  Account  Management  Reports  — Monthly  faxed  reports  analysing  Technical 
Assistance  Requests  and  problem  submission  reports. 

Gold 

The  Gold  programme,  by  far  the  most  popular  of  the  higher  value  services,  is  targeted  at  customers 
with  Oracle-based  systems  that  are  critical  to  their  business  operations,  bringing  in  the  concept  that 
the  support  personnel  assigned  to  the  customer  should  have  specific  knowledge  of  the  functionality 
and  use  of  these  systems.  It  includes  all  the  features  of  Bronze  and  Silver  plus: 

• Designated  Support  Account  Manager  — On-site  quarterly  reviews  covering  problem 
avoidance,  and  technical  advice 

• Assigned  Support  Team  — Key  specialists  are  assigned  within  the  support  group  who  have 
proactive  responsibility  for  accelerating  TAR's 

• Priority  Processing  and  Routing  — Calls  can  be  routed  to  specific  support  speciahsts  and 
teams  to  improve  call  handling  and  problem  resolution  times. 

Platinum 

The  Platinum  programme  is  targeted  at  the  small  group  of  customers  (perhaps  around  10  a year  in 
the  UK)  whose  mission-critical  use  of  complex  Oracle-based  systems  demands  a very  high  level  of 
dedicated  support.  The  Platinum  contract  includes  a specific  service  level  agreement. 

The  Platinum  programme  contains  all  the  elements  of  Bronze,  Silver  and  Gold  plus  the  following: 

• Full  Time  On-Site  Support  Specialist  — Provides  on-site  first  line  support  and  proactive 
advice  on  problem  avoidance 

• Direct  Access  to  Mission  Critical  Centre  — Pro-active  system  maintenance  and  problem 
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diagnosis  to  ensure  minimum  downtime  of  mission  critical  systems 

• Root  Cause  Analysis  — Analysis  of  problems  so  that  procedures  can  be  implemented  to  avoid 
future  occurrence 

• Remote  System  Monitoring  — Advanced  diagnostic  tools  carrying  out  continuous  system 
monitoring  and  automatic  trend  analyses  enabling  preventative  intervention 

• Proactive  Performance  Analysis  — The  management  of  systems  so  that  they  meet  business 
requirements  most  cost  effectively 

• Service  Level  Agreement  — Agreements  reflecting  support  objectives  and  expectations  for 
both  the  customer  and  Oracle  support 

• Strategic  Technical  Support  Planning  — Long-term  technical  support  plans  taking  into 
account  business  objectives  and  corresponding  service  level  requirements. 

Desktop  and  Personal  Users 

At  the  other  end  of  the  support  spectrum,  services  available  to  desktop  and  personal  users  include 
office  hours  telephone  support,  and  access  to  bulletin  boards  and  the  CompuServe  and  Internet 
facilities. 

At  present  such  services  are  determined  locally  but  a globally  supported  programme  for  Windows 
products  is  due  for  launch  in  mid- 1995,  which  may  well  include  options  allowing  upgrades  to  be 
purchased  separately. 

Multi-Vendor  Support 

Apart  from  these  specific  support  programmes,  Oracle  will  undertake  support  activities  that  extend 
beyond  the  customer's  Oracle-based  systems  to  embrace  the  entire  systems  environment. 

In  such  cases  Oracle  acts  as  a single  point  of  contact  and  provides  first  line  support  with  e icalation 
through  the  other  software  and  systems  suppliers. 

This  is  however  done  on  a highly  selective  basis  and  in  response  to  customer  demand,  and  is  not 
offered  as  a widely-available  service. 

Marketing  and  Sales 

Technical  Support  has  its  own  marketing  and  sales  organisation,  as  do  also  the  Consultancy  and 
Training  teams.  The  UK  sales  and  marketing  team  comprises  about  30  support  sales  specialists  and 
5 support  marketeers,  who  work  closely  with  the  US-based  global  support  marketing  team. 

Alliances 

Oracle’s  main  alliance  scheme  is  the  Business  Alliance  Programme  under  which  around  200 
companies  in  the  UK  (including  management  consultants,  software  houses,  resellers  and  relicensers, 
hardware  manufacturers  and  systems  integrators)  work  with  Oracle  to  deliver  business  solutions  to 
customers. 

Support  services  provided  to  Business  Alliance  partners  include  technical  support  (with  a recently 
launched  dedicated  help  desk),  sales  and  marketing  support,  continuous  product  updates  and  early 
information  on  new  Oracle  products  and  services. 

A key  feature  of  the  Business  Alliance  Programme  is  that  it  is  based  on  a single  worldwide  alliance 
contract. 
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In  addition  to  this  programme  there  is  the  Technical  Support  Alliance  Network  (TSA  Net),  whose 
membership  includes  IBM,  HP,  Digital,  Microsoft  and  Novell  as  well  as  Oracle,  and  through  which 
members  share  technical  information  in  order  to  better  support  their  respective  partners  and 
customers. 

All  the  ‘metals’  support  options  described  above  are  available  to  Oracle  partners  and  resellers  and 
can  be  sold  on  to  their  customers. 

Competitive  Positioning 

The  Worldwide  Customer  Support  Programme  has  been  designed  to  leverage  Oracle’s  overall  market 
position  by  not  only  responding  to  previous  criticism  of  its  rather  unimaginative  approach  to  support, 
but  by  introducing  support  innovations,  such  as  the  Problem  Repository  and  the  Platinum 
programme,  that  take  it  well  ahead  of  its  competitors. 

The  programme  also  has  the  secondary  aim  of  making  Oracle  more  attractive  as  an  employer  of 
technical  support  specialists,  who  remain  in  short  supply  and  whose  recruitment  remains  a limiting 
factor  on  the  growth  of  software  companies.  It  is  fair  to  comment  that  the  development  of,  for 
example,  on-line  technical  databases,  is  as  much  to  do  with  responding  to  skills  shortages  as  it  is  to 
customer  demand. 

Oracle’s  competitors  are  principally  the  rival  database  suppliers  such  as  Informix  and  Sybase,  but 
also  increasingly  those  companies  heavily  targeting  client/server  and  desktop  environments  such  as 
HP  and  Microsoft. 

Most  software  suppliers  are  now  waking  up  to  the  fact  that  support  can  be  transformed  from  a 'must 
provide'  into  a sales  differentiator,  and  the  commonest  approach  appears  to  be  segmentation  of  the 
service  offering  on  lines  similar  to  that  of  the  metals  programme. 

Oracle  maintains  however  that  because  of  its  sheer  size  and  global  reach  it  has  been  able  to  extend 
this  process  to  offer  real  differentiation  based  on  the  following: 

• Support  can  be  offered  on  a truly  global  basis  with  real-time  problem  management  anywhere, 
anytime 

• It  has  a massive  investment  in  technical  knowledge  and  a very  high  skills  base 

• It  is  the  market  leader  and  through  its  size  encounters  and  manages  the  broadest  range  of 
support  issues 

• The  SuperCentres  represent  a major  investment  in  supporting  strategic  customers  and 
mission-critical  systems 

• A long  history  of  partnerships  and  alliances  based  on  Oracle's  position  as  an  open  supplier  has 
resulted  in  extensive  knowledge  of  operating  and  networking  environments 

• It  offers  extensive  and  advanced  options  for  electronic  services 

• There  is  substantial  investment  in  support  tools  such  as  the  Problem  Repository  and  remote 
diagnostics 

• The  ‘metals’  programme  offers  a flexible  range  of  support  choices  which  together  with  the  field 
service  options  produce  a highly  configurable  but  easy  to  understand  approach  to  purchasing 
support. 

Oracle  believes  that  within  the  reference  frame  of  complex  client/server  systems,  support  technicians 
will  have  to  work  more  and  more  closely  with  system  users  as  applications  in  this  area  become  more 
business  critical. 

It  is  not  clear  at  present  what  the  market’s  expectations  of  support,  and  of  its  pricing,  are  going  to  be 
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and  Oracle  is  keen  therefore  to  develop  services  that  will  shape  its  customers  expectations, 
particularly  in  terms  of  placing  an  appropriate  financial  value  on  support. 

Although  Oracle  is  not  proactively  marketing  multi-vendor  support  solutions,  it  expects  that  demand 
for  these  will  rise  as  mixed  system  environments  come  to  predominate,  and  sees  itself  as  particularly 
well-placed  to  respond  to  such  developments. 

INPUT  Assessment 

As  software  products  start  the  process  of  commoditisation  that  has  already  characterised  the 
hardware  market,  so  software  companies  come  to  the  same  realisation  that  serving  the  customer  can 
result  in  a stronger  bond  than  continuous  product  innovation. 

In  the  last  couple  of  years  therefore  there  has  been  significantly  increased  emphasis  on  the  part  of 
the  software  vendors  on  segmenting  support,  and  its  cost,  according  to  customer  need.  This  has  been 
coupled  with  rapid  expansion  in  the  use  of  tools  such  as  on-line  databases  and  CD-ROM  based 
technical  support  guides,  to  reduce  the  ever-rising  demand  on  traditional  telephone  based  services. 

Oracle  was  a little  slow  in  following  this  route,  but  with  the  launch  of  its  Worldwide  Customer 
Support  Programme  appears  to  have  caught  up  fast,  and  indeed  to  have  extended  the  concept, 
playing  to  its  strengths  in  global  reach  and  coverage  with  developments  such  as  the  SuperCentres. 

Demand  for  the  Platinum  programme  is  outstripping  Oracle’s  expectations,  which  were  for  around 
five  sales  per  region  a year,  but  are  already  running  well  above  this. 

The  message  is  that  customers  are  strongly  attracted  to  the  notion  of  individualised  support  paid  for 
on  a resource  consumption  basis,  and  that  this  attraction  is  not  limited  to  those  with  'mission  critical' 
systems. 

In  due  course  Oracle  may  well  find  that,  if  a cost  effective  basis  for  doing  so  can  be  found, 
personalised  rather  than  packaged  support  becomes  the  norm  for  a broader  range  of  customers. 

If  so,  this  will  help  Oracle  to  respond  to  the  competitive  challenge  that  is  likely  to  come  in  the  future 
from  service  organisations,  such  as  EDS  and  CSC,  who  specialise  in  broadly-based  systems  and 
applications  support  and  who  see  ‘proprietary’  software  support  as  a potentially  highly  lucrative 
market. 

For  INPUT  Hotline  Support,  submit  e-maildoliotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Origin  B.V. 


UPDATED: 

11/01/1996 


Headquarters 


CEO: 

Status: 

Parent: 

Employees: 

Revenue: 


Summary  Info 


Robert  E.  Pickering 
Subsidiary 


’t  Schimmelt  2 
5611  ZX 
Eindhoven 
Netherlands 


Philips  Electronics 
15,464(12/1997) 

$ 1,642.0  mil 


Phone: 

31  0 40  275  8940 


Fax: 

31  0 40  275  8931 


Company  Web  Site: 

http://www.origin.nl/origin/ext 


Year  End 


Dec-1997 


Capability  Profiles 


CAPABILITY 

Baan  Services 
Baan  Services 
SAP  Services 
SAP  Services 
SAP  Services 
SAP  Services 


REGION 

Europe 

U.S. 


Malaysia 

Singapore 

Thailand 

U.S. 


SAP  Services  (German) 


Germany 


Key  Points 

u The  merger  of  BSO/Origin  and  Philips  C&P  has  created  a company  with  a broad  service  range 
* Origin  is  looking  to  expand  its  international  business  by  means  of  outsourcing  and  areas  such 
as  SAP  services 

Company  Description 

Origin  was  formed  in  January  1996  as  a result  of  a merger  of  the  activities  of  BSO/Origin  3.V.  (BSO) 
and  Philips  Communications  & Processing  Services  B.V.  (C&P).  C&P  was  a subsidiary  of  Philips 
Elec  tronics  N.V. 

Origin  supplies  IT  services  to  large  and  medium-sized  companies  and  organisations  worldwide  from 
27  different  countries. 

Over  the  past  few  years,  Origin  has  attempted  to  grow  its  non-European  revenues  — and  aas 
succeeded,  largely  due  to  its  relationship  with  Philips.  In  1995,  around  25%  of  the  company’s 
revenues  were  generated  outside  Europe. 

Origin’s  heritage  is  also  evident  in  its  vertical  market  focus  where  more  than  70%  of  revenues 
originates  in  the  Industry/  Manufacturing  sector. 

Operations  and  Structure 

Origin  B.V.  consists  of  two  divisions.  Origin  IT  Services,  based  in  Utrecht,  encompasses  the  activities 
of  the  old  BSO  while  Origin  IT  Systems  Management  — with  headquarters  in  Eindhoven  — holds 
the  operations  of  C&P. 
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The  shareholders  of  Origin  B.V.  are: 


Philips  Electronics  N.V. 

82.4% 

Beagle  Investments 

10.2% 

Origin  management  and  staff 

7.4% 

Beagle  Investments  is  a combination  of  ABN  AMRO  Participaties  B.V.,  Rabobank  and  Nederlandse 
Participatie  Maatschappij  (NPM). 

Philips  NV  is  preparing  an  initial  public  offering  of  Origin  in  1998. 

In  May  1996,  Origin  hired  Geoffrey  Carroll  and  Tom  Butler  from  EDS  in  Europe  to  run  the  company, 
while  the  old  management  retired  to  a supervisory  board.  However,  Carroll  — who  held  the  CEO 
position  — was  let  go  in  early  November  and  Butler  moved  from  Chief  Operating  Officer  to  CEO.  No 
reasons  were  given  for  the  change  in  management. 

There  has  been  extensive  collaboration  between  BSO  and  C&P  over  the  years.  However,  the  two 
companies  — now  divisions  — have  traditionally  had  very  different  organisational  structures. 

BSO  functioned  after  very  decentralised  principles  with  small  and  highly  autonomous  units,  called 
"cells".  The  cells  are  clustered  into  geographical  regions  (clusters  ) — created  to  break  down  country 
borders  and  increase  co-ordination  and  co-operation.  The  cluster  management  has  overall  profit 
responsibility  for  the  area  as  well  as  business  development  and  account  control  for  clients  with 
headquarters  in  the  region.  BSO  — now  IT  Services  — further  has  Competence  Centres  that  support 
the  cells’  activities.  The  centres  cover  areas  such  as  SAP,  Executive  Information  Systems,  Quality 
Management. 

The  IT  Systems  Management  Group  — as  Philips  C&P  — had  a more  traditional  organisational 
structure,  reflecting  its  relationship  with  a large  manufacturing  company.  However,  the  two 
organisations  have  no  doubt  learned  to  tackle  the  different  approaches  through  extensive  joint 
projects. 

Company  Strategy 

Origin’s  main  concern  for  the  past  year  (and  probably  in  the  near  future)  is  a successfull  completion 
of  the  merger.  The  company  expects  this  to  be  more  or  less  final  by  early  1997. 

One  of  the  key  reason’s  for  merging  BSO  and  C&P  is  at  the  core  of  Origin’s  strategy:  penetrate 
markets  outside  Europe.  The  merger  has  put  Origin  in  a better  position  for  geographical  expansion. 

The  merger  has  also  provided  Origin  with  a broader  range  of  services.  The  company  believes  this  to 
be  an  advantage  when  pursuing  large  multi-national  companies  — of  which  quite  a few  are  already 
on  Origin’s  client  hst. 

Exhibit  1 


Origin 

Five-Year  Financial  Summary  (FYE  31-12)  (Dfl  Millions) 


1991 

1992 

1993 

1994 

1995 

Revenue 

922.7 

1122.6 

1,225.8 

1,491.2 

1,931.0 
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of  which  BSO 

58.7% 

53.5% 

56.7% 

54.8% 

51.8% 

C&P 

41.3% 

46.5% 

43.4% 

45.2% 

48.2% 

Annual  Growth 

n/a 

21.7% 

9.2% 

21 .7% 

29.5% 

Net  Income 

12.0 

17.2 

13.8 

34.7 

27.6 

of  which  BSO 

n/a 

86.6% 

n/a 

14.4% 

29.7% 

C&P 

n/a 

13.4% 

n/a 

85.6% 

70.3% 

% of  Revenue 

1.3% 

1.5% 

1.1% 

2.3% 

1 .4% 

Headcount  (Year  end) 

4,945 

5,679 

6,659 

8,216 

9,772 

Revenue  per  employee 

0.186 

0.198 

0.184 

0.181 

0.198 

Source:  INPUT  estimates 


Financial  Results 

Exhibit  1 provides  a financial  summary  of  the  combined  operations  of  BSO  and  C&P  for  the  past  five 
years. 

As  shown  in  the  Exhibit,  the  consolidated  Origin  has  experienced  continuous  revenue  growth  over 
the  past  five  years.  However,  the  development  in  net  income  has  been  less  stable.  In  1991,  C&P 
turned  in  a loss  of  Dfl  2 million  while  BSO  reported  a Dfl  9 million  loss  in  1993.  By  1993,  there  were 
already  plans  for  merging  the  two  companies  but  the  plans  were  postponed  until  BSO  showed  a more 
stable  financial  situation. 

Geographic  Markets 

Orig  in’s  revenues  by  country  or  region — as  published  by  the  company — are  shown  in  Exhi  )it  2. 

Exhibit  2 


Origin’s  Revenues  by  Country, 
1994  to  1995  (Dfl  Millions) 


Country 

1994 

1995 

1995  : Share 

Netherlands 

627 

750 

3S% 

Rest  of  Europe 

565 

692 

36% 

North  America 

89 

218 

11% 

South  America 

147 

203 

11% 

Asia  Pacific 

63 

68 

4% 

Total 

1,491 

1,931 

100% 

Source:  Origin  estimates 


Exhibit  3 shows  INPUT’S  estimates  for  Origin’s  European  revenues  in  1995.  The  estimates  are  based 
on  non-captive  revenues  only.  INPUT  estimates  that  around  30%  of  Origin’s  revenues  are  generated 
from  Philips. 

Exhibit  3 
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Origin’s  European  Revenues  by  Country, 
1995  ($  Millions) 


Country 

Revenues 

Share 

Netherlands 

330 

52% 

France 

55 

9% 

Belgium/Lux’ 

50 

8% 

Germany 

45 

7% 

UK 

40 

6% 

Italy 

30 

5% 

Rest  of  Europe 

80 

13% 

Total  Europe 

630 

100% 

Percentages  are  rounded  Source:  INPUT  Estimates 

As  illustrated  in  the  exhibits  above,  Origin  is  still  very  dependent  on  its  home  market.  However,  the 
company  is  expanding  its  business  outside  the  Netherlands.  According  to  the  company,  on  a 
worldwide  basis  Dutch  revenues  decreased  from  42%  to  39%  of  total  revenues. 

INPUT  estimates,  that  from  1993  to  1995  the  proportion  of  European  revenues  generated  in  the 
Netherlands  decreased  from  70%  to  52%. 

Market  Analysis 

Exhibit  4 provides  INPUT’S  estimates  of  Origin’s  European  revenues  by  service  delivery  mode. 
Exhibit  4 


Origin  European  Revenues  by  Delivery  Mode 
1995  ($  Millions) 


Delivery  Mode 

Revenues 

Share 

Application  Software  Products 

44 

7% 

Systems  Software  Products 

19 

3% 

Turnkey  Systems 

107 

17% 

Professional  Services 

107 

17% 

Systems  Integration 

63 

10% 

Systems  Operations 

145 

23% 

Network  Services 

32 

5% 

Processing  Services 

115 

18% 

T otal  Software  & Services 

630 

100% 

Percentages  are  rounded 
Source:  INPUT  Estimates 


An  analysis  of  Origin’s  revenues  by  vertical  market  is  shown  in  Exhibit  5. 
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Exhibit  5 


Origin’s  Worldwide  Revenues  by 
Vertical  Market,  1994  to  1995  (Dfl  Millions) 


Vertical  Markets 

1994 

1995 

1995  Share 

Industry/  manufacturing 

1,051 

1,384 

72% 

Finance  & Insurance 

125 

147 

8% 

Seivices 

106 

126 

7% 

Public  Sector 

106 

128 

7% 

Transport  & Travel 

41 

63 

3% 

Other 

62 

83 

4% 

Total 

1,491 

1,931 

100% 

Source:  Origin  B.  V.  and  INPUT  Estimates 

Origin  IT  Services  operates  in  most  vertical  markets  with  emphasis  on  industrial/  manufacturing, 
financial  services  and  trade  while  Origin  IT  Systems  Management  specialises  in  manufact  uring 
companies  and  the  financial  services  sector. 

Acquisitions  and  Alliances 

Until  January  1996,  BSO  and  C&P  were  probably  each  other's  strongest  alliance  partners  However, 
Origin  has  other  long-standing  relationships. 

Origin  IT  Services  has  been  offering  SAP  services  for  more  than  15  years  and  has  been  a F/3  Global 
Logo  Partner  since  1993. 

The  division  further  has  partnerships  with 

» Baan  Company  (BAAN  IV) 
t Qad  Inc.  (MFG/PRO) 

« Lotus  Development  Corp.  (Notes),  and 
• the  recent  addition  of  Powersoft. 

Origin  was  appointed  a Powersoft  System  Integrator  in  August  1996.  This  partnership  involves 
training,  consultancy  and  technical  support  for  products  in  Powersoft’s  Client/Server  Open 
Development  Environment  (CODE). 

Origin  IT  Systems  Management  has  an  alliance  with  Toyo  Information  Systems  (TIS)  in  Japan  since 
1993.  One  major  objective  of  this  alliance  was  to  extend  network  coverage  for  the  two  companies. 

Origin  IT  Systems  Management  further  acquired  the  US-based  Power  Computing  Company.  This 
acquisition  provided  Origin  with  access  to  American  clients  and  the  opportunity  to  grow  its 
outsourcing  business  in  this  market. 

Key  Products  and  Services 
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Origin  IT  Services 

The  IT  Services  division  of  Origin  offers  the  following  main  types  of  services: 

• Systems  Integration,  where  Origin  will  integrate  multiple  IT  components  into  one  coherent  IT 
network,  including  global  roll-outs 

• Applications  Facilities  Management  (AFM),  where  Origin  will  take  full  responsibility  for  all 
application  development 

• Customisation  of  Packaged  software 

• Project  Management 

• Consultancy. 

The  latter  three  services  types  encompass  the  division’s  specific  services  relating  to  partner  software 
such  as  SAP  and  BAAN  IV. 

For  SAP  alone,  Origin  has  a growing  force  of  1,000  SAP  professionals  worldwide  that  will  provide  full 
life-cycle  SAP  services  including: 

• Iimplementation  and  development 

• Migration  from  R/2  to  R/3 

• Iinternational  project  management 

• Training  and  education,  and 

• Post  implementation  support. 

Origin  IT  Systems  Management 

The  IT  Services  Management  division  of  Origin  offers  solutions  in  the  fields  of: 

• Facilities  Management  and  Outsourcing  of  IT  organisations  and  infrastructures 

• Transformational  Services  (from  centralised  to  customised,  decentralised  systems) 

• Local,  regional,  and  international  communication  network  management 

• Added-value  services,  and 

• Technical  automation  services,  such  as  Computer  Aided  Design  (CAD)  and  Engineering  Data 
Management  Systems. 

The  division’s  added-value  services  encompass  technologies  such  as  Electronic  Data  Interchange 
(EDI),  Internet  services  and  electronic  payment  services. 

Recent  Projects  and  Major  Clients 

In  February  1996,  Origin  was  awarded  a £75  million  outsourcing  contract  with  I Cl,  the  UK-based 
chemical  company.  Under  the  contract,  Origin  will  take  over  ICI’s  mainframe  and  legacy  applications 
and  take  the  company’s  IT  infrastructure  through  the  process  of  downsizing  the  installations.  The 
deal  involved  transferring  400  employees  from  ICI  payroll  to  Origin. 

In  another  project  in  October  this  year,  Origin  announced  that  it  was  the  first  company  to  implement 
SAP’s  PP-PI  modules  at  a live  production  site  in  Northern  Europe.  The  customer  is  the  Belgian  food 
manufacturer  Callebaut  NV. 

Exhibit  6 lists  some  of  Origin’s  major  clients. 
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Exhibit  6 


A Selection  of  Origin’s  Customers 


Vertical  Market 

Company 

Industrial/  Manufacturing 

Philips 
Philip  Morris 
British  Sugar 
Cadbury 
Jungheinrich 

Kontron  Instruments  Europe 

Chemical 

Procter  & Gamble 

Henkel 

Shell 

ICI 

Utilities 

British  Coal 

Public  Sector 

City  of  the  Hague 

Ministry  of  Transport  & Public  Works,  Netherlands 

Source:  Origin  B.  V 


INPUT  Assessment 

After  having  co-operated  for  years,  the  move  to  integrate  BSO  and  C&P  into  one  company  was 
undoubtedly  the  right  move. 

Individually,  the  two  companies  had  reached  that  size  where  competition  is  hard  from  both  larger 
and  smaller  companies.  The  larger  companies  could  offer  better  worldwide  coverage  and  the  smaller 
companies  could  sometimes  be  nimbler.  The  merger  seemed  almost  inevitable. 

The  two  division’s  of  Origin  complement  each  other’s  services  offerings  well,  thereby  bringing  clout  to 
the  company’s  claim  of  being  a full  services  provider. 

However,  Origin  still  has  some  weaknesses  in  its  total  services  portfolio.  The  company  does  not  have 
strong  management  consultancy  skills  but  is  mostly  technically  focused.  This  will  possibly  not 
hamper  its  business  as  a Dutch  or  even  regional  player.  When  Origin  positions  itself  against 
Andersen  Consulting,  IBM  and  the  other  dominant  players,  this  weakness  may  prove  a clog. 

However,  for  the  time  being  the  major  challenge  the  company  faces  is  still  to  integrate  two  vastly 
different  organisational  cultures  into  one  homogeneous  company.  This  may  well  take  some  time 
beyond  early  1997,  the  planned  completion  date.  The  sudden  management  change  sends  signals  that 
not  everything  is  going  smoothly. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 

Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED:  u , . 

07/01/1996  Headquarters 

4440  Rosewood  Drive 
Pleasanton,  CA  94588-3031 
United  States 

Phone:  Fax: 

(510)225-3000  (510)225-3100 

Company  Web  Site: 

http://www.peoplesoft.com 


CEO: 

Status: 

Parent: 


Summary  Info 

David  A.  Duffield 

Public 


Employees:  1,500(12/1996) 

Revenue:  $815.6  mil 


Year  End 


Dec-1997 


Key  Points 


• PeopleSoft  is  a leading  supplier  of  client/server  business  software. 

• PeopleSoft  has  achieved  an  average  growth  rate  in  excess  of  1 00%  over  the  last  five  years.  Revenue  for  1 995  reached 

$227.6  million,  a 102%  increase  over  1994.  . r . 

• In  September  1996,  PeopleSoft  announced  plans  to  merge  with  Red  Pepper  Software,  a provider  of  manufacturing  and 
supply  chain  optimization  solutions. 

• In  June  1996,  PeopleSoft  unveiled  its  electronic  commerce  strategy  to  extend  PeopleSoft  enterprise  applications  through 
the  World  Wide  Web,  the  Internet,  and  electronic  data  interchange  (EDI)  to  address  consumer-to-business,  business-to- 
business,  and  intranet  solutions. 

• In  May  1996,  PeopleSoft  released  PeopleSoft  for  Manufacturing,  the  company's  integrated,  enterprise  software  solution 
for  manufacturing  companies. 

*»  By  year-end,  PeopleSoft  intends  to  deliver  Release  6 of  its  client/server  enterprise  solutions,  which  will  incorporate  new 
applications  as  well  as  technology  initiatives  in  the  areas  of  distributed  applications  and  intranet  support. 

Company  Description 


PeopleSoft,  founded  in  1987,  designs,  develops,  markets,  and  supports  client/server  enterprise  applications  for  accounting, 
materials  management,  distribution,  manufacturing,  and  human  resources  management  for  medium  to  large-sized  organizations 
worldwide. 


«■  The  PeopleSoft  product  family  includes  PeopleSoft  Financials,  PeopleSoft  Distribution,  PeopleSoft  Manufacturing,  and 
PeopleSoft  HRMS  integrated  suites  of  client/server  business  applications,  and  PeopleTools,  a complete  set  of 
client/server  tools  for  application  development  and  reporting. 

«'  The  company  also  offers  vertical  solutions  for  the  federal  government,  state  and  local  government  (public  sector), 
education,  and  the  financial  services  and  health  care  industries. 

«•  All  PeopleSoft  products  are  based  on  the  Windows  graphic  user  interface  (GUI)  and  support  a choice  of  relational 
database  management  systems  running  on  mainframe,  minicomputer,  or  LAN  server  platforms. 

Organization  and  Structure  \ 


PeopleSoft's  corporate  headquarters  and  development  and  technical  support  center  is  in  Pleasanton  (CA). 

In  the  U.S.,  the  company  has  sales,  marketing  and  customer  service  offices  in  the  metropolitan  areas  of  Atlanta  (GA);  Bethesda 
(MD);  Boston  (MA);  Chicago  (IL);  Columbus  (OH);  Coral  Gables  (FL);  Dallas  (TX);  Indianapolis  (IN);  Irvine,  Sacramento,  and 
Walnut  Creek  (CA);  Minneapolis  (MN);  Pittsburgh  (PA);  and  Teaneck  (NJ). 

In  July  1 996,  as  part  of  its  global  expansion  strategy,  PeopleSoft  established  a European  corporate  headquarters  at  its  new 
facility  in  Munich  (Gennany)  in  order  to  offer  pan-European  and  global  multinational  customers  a single  point  of  contact  in 
Europe  for  both  presales  consulting  and  customer  support  services.  Non-multinational  customers  are  served  by  local  support 
services  offices  in  Munich,  Amsterdam  (the  Netherlands),  Paris  (France),  Madrid  (Spain),  and  Reading  (U.K.) 


Other  international  sales,  marketing  and  customer  support  offices  are  in  Montreal,  Ottawa,  Vancouver,  and  Toronto  (Canada); 
Mexico  City  (Mexico);  Buenos  Aires  (Argentina);  Melbourne  and  Sydney  (Australia);  and  Singapore. 
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PeopleSoft  distributors  are  in  Brazil,  India,  Malaysia,  the  Philippines,  South  Africa,  Spain,  and  Thailand. 


PeopleSoft  Federal,  based  in  Bethesda  (MD),  is  a division  formed  in  July  1995  that  provides  PeopleSoft  HRMS  to  the  federal 
market. 

Company  Strategy 


PeopleSoft's  mission  is  to  be  the  market  leader  in  client/server  business  applications  software. 

The  company  believes  organizations  need  to  constantly  rethink  who  they  are  and  how  they  develop  products  to  best  serve  their 
customers.  To  help  enterprises  succeed,  PeopleSoft  follows  four  principles: 


• Build  products  for  people,  products  that  are  user-friendly 

• Design  for  change,  products  that  help  manage  constant  change 

• Team  with  customers,  with  42%  of  PeopleSoft's  work  force  dedicated  to  customer  service 

• Focus  on  the  enterprise,  combining  functional  and  technological  innovation  to  deliver  a comprehensive  suite  of 
products.  PeopleSoft  solutions  are  business  process-oriented,  global,  and  scalable. 


Elements  of  the  company's  strategy  include: 


• Supporting  new  and  emerging  technology  standards  as  they  are  embraced 

• Expanding  its  product  line,  including  additional  modules  to  its  existing  product  families,  as  well  as  developing  products 
for  certain  vertical  markets,  including  the  public  sector  and  higher  education 

• Increasing  its  international  presence  by  developing  country-specific  versions  of  its  products  and  establishing  offices 
outside  the  U.S. 

• Continuing  to  focus  on  customer  service 

• Enhancing  distribution  channels  through  expansion  of  sales  personnel  and  sales  offices  and  forming  relationships  with 
RDBMS  vendors,  hardware  vendors,  and  certain  consulting  firms. 


In  June  1 996,  PeopleSoft  announced  its  electronic  commerce  strategy  to  extend  PeopleSoft  enterprise  applications  through  the 
World  Wide  Web,  the  Internet,  and  EDI. 

• To  improve  consumer  and  employee  access  to  PeopleSoft  applications  via  the  Internet,  PeopleSoft  is  extending  its 
partner  program  to  integrate  third-party  tools  from  OneWave  (formerly  Business@Web)  and  Spider  Technologies. 
Using  these  tools,  organizations  can  build  custom  interfaces  to  PeopleSoft  applications. 

• In  the  long-term,  PeopleSoft  will  provide  a Web-based  client  interface  with  all  of  its  enterprise  applications.  For 
example,  PeopleSoft  is  working  with  existing  partners  such  as  Sun  Microsystems  to  enable  development  of  Web-based 
client  interfaces  for  PeopleSoft  applications  using  the  Java  platform. 

• To  address  business-to-business  electronic  commerce  requirements,  PeopleSoft  is  developing  an  EDI  architecture  to 
allow  customers  to  easily  set  up  EDI  transactions  for  business-to-business  transactions  and  has  partnered  with 
commercial  transaction  software  and  services  vendors  including  AMT  Inc.,  Premenos,  Sterling  Commerce,  and  The  EC 
Company. 


In  April  1996,  PeopleSoft  outlined  an  on-line  analytical  processing  (OLAP)  strategy  that  addresses  desktop,  data  mart,  and  data 
warehousing  solutions  and  includes  planned  integration  with  leading  OLAP  technology  software  vendors,  including  Cognos, 
Business  Objects,  Arbor  Software,  and  Platinum  Technology. 

Financials 


PeopleSoft's  1995  revenue  reached  $227.6  million,  a 102%  increase  over  1994  revenue  of  $1 12.9  million.  Net  income  rose  from 
$14.5  million  in  1994  to  $29.4  million  in  1995. 

A five-year  financial  summary  is  shown  on  the  following  page. 


PeopleSoft,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 
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Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$227.6 

$112.9 

$58.2 

$31.6 

$17.1 

• Percent  change  from 
previous  year 

102% 

94% 

84% 

85% 

180% 

Income  before  taxes 

$48.9 

$23.9 

$13.7 

$8.1 

$3.1 

• Percent  change  from 
previous  year 

105% 

74% 

69% 

165% 

608% 

Net  income 

$29.4 

$14.5 

$8.4 

$4.8 

$1.9 

• Percent  change  from 
previous  year 

103% 

73% 

74% 

154% 

353% 

Earnings  per  share  (a) 

$0.54 

$0.28 

$0.17 

$0.12 

$0.05 

• Percent  change  from 
previous  year 

93% 

65% 

42% 

140% 

N/A 

(a)  Restated  to  reflect  a 2-for-l  stock  split  in  November  1995. 


PeopleSoft  management  attributes  1 995  results  to  the  following: 


» License  fees  increased  96%  due  to  increased  market  acceptance  of  and  breadth  of  the  company's  products  and  to 
increased  capacity  created  by  the  growth  in  sales,  marketing,  and  customer  service  organizations. 

o License  fees  from  PeopleSoft  HRMS  rose  from  $50.8  million  in  1994  to  $83.5  million  in  1995. 
o License  fees  from  PeopleSoft  Financials  rose  from  $13.6  million  in  1994  to  more  than  $47  million  in  1995. 
o Sales  to  health  care  customers  increased  1 25%  over  1 994. 

«<  Revenues  from  services  rose  1 10%  during  1995  as  compared  with  a 1 16%  increase  during  1994.  This  growth  was 
attributed  to  increases  in  the  installed  base  of  customers  receiving  ongoing  maintenance,  training,  and  support  services 
and  increases  in  PeopleSoft's  professional  services  consulting  staff  and  related  consulting  revenue. 

Total  research  and  development  expenses  were  approximately  $35.9  million  (16%  of  revenue)  in  1995,  $14.5  million  (13%  of 
revenue)  in  1994,  and  $8.3  million  (14%  of  revenue)  in  1993. 

Revenue  Analysis  by  Product/Service 

Approximately  65%  of  1995  revenue  was  derived  from  software  license  fees  and  the  remaining  35%  from  maintenance,  training, 
support,  and  consulting  services. 


A three-year  summary  of  source  of  revenue  by  product/service  is  shown  on  the  following  page. 


PeopleSoft,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

Product/Service 

$ 

Total 

$ 

Total 

$ 

Total 

License  fees 

$134.6 

65% 

$68.6 

r6l% 

$37.7 

65% 

Services 

93.0 

35% 

44.3 

39% 

20.5 

35% 

Total 

$227.6 

100% 

$112.9 

100% 

$58.2 

100% 

License  revenue  from  PeopleSoft  HRMS  products  was  62%,  77%,  and  74%  of  total  license  revenue  for  1995,  1994, 
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and  1993,  respectively.  License  revenue  from  PeopleSoft  Financials  and  PeopleSoft  Distribution  was  approximately 
35%,  20%,  and  19%  of  total  license  revenue  for  1995,  1994,  and  1993,  respectively. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30,  1996  reached  $18.9  million,  a 98%  increase  over  $91.5  million  for  the 
same  period  a year  ago.  Net  income  rose  101%,  from  $10.7  million  to  more  than  $21.5  million. 


Market  Financials 


PeopleSoft's  cross-industry  products  are  marketed  primarily  to  large  and  medium-sized  organizations,  including  the  Fortune 

1000. 

PeopleSoft  has  more  than  1,300  customers  worldwide  in  the  manufacturing,  transportation,  technology,  financial  services,  health 
care,  pharmaceutical,  utility,  transportation,  education,  and  government  sectors,  including  75  who  have  implemented  or  are  in 
the  process  of  implementing  PeopleSoft  HRMS  on  a global  basis. 

Geographic  Markets 


Approximately  84%  of  PeopleSoft's  1995  revenue  was  derived  from  the  U.S.  and  16%  from  international  sources.  A three-year 
summary  is  shown  below. 


PeopleSoft,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

Geographic  Market 

$ 

Total 

$ 

Total 

$ 

Total 

U.S. 

$191.5 

84% 

$99.7 

88% 

$53.0 

91% 

International 

36.1 

16% 

13.2 

12% 

5.2 

9% 

Total 

$227.6 

100% 

$112.9 

noo% 

$58.2 

100% 

Through  1995,  the  majority  of  international  revenue  has  come  from  Canada  and  sales  to  customers  in  Europe  and 
Asia  has  not  been  significant.  PeopleSoft  continues  to  increase  its  direct  sales  and  support  efforts  in  those  areas. 

Acquisitions 


In  September  1 996,  PeopleSoft  and  Red  Pepper  Software  of  San  Mateo  (CA)  announced  a definitive  agreement  to  merge. 


• PeopleSoft  will  issue  2.975  million  shares  of  its  common  stock  to  acquire  all  of  the  outstanding  shares  of  Red  Pepper. 
The  transaction  will  be  accounted  for  as  a pooling  of  interests. 

• PeopleSoft  and  Red  Pepper  have  had  a technology  licensing  and  distribution  agreement  since  June  1 995. 

• Red  Pepper  develops  real-time  supply  chain  optimization  and  sales  order  solutions.  Its  ResponseAgent®  products  are 
designed  to  complement  and  integrate  with  existing  transaction  systems. 

• Red  Pepper  customers  include  Sun  Microsystems,  Coors  Brewing,  Texas  Instruments,  3Com,  Bausch  & Lomb,  and 
Hewlett-Packard. 

• The  acquisition  affirms  PeopleSoft's  position  in  the  enterprise  resource  planning  (ERP)  marketplace  and  demonstrates  its 
commitment  to  deliver  tightly  integrated  enterprise  solutions. 

• Red  Pepper  will  continue  to  operate  as  an  independent  business  unit  of  PeopleSoft  providing  planning  and  optimization 
solutions  that  integrate  with  legacy  transaction  systems  and  client/server  offerings  from  other  vendors  such  as  SAP, 
Oracle,  and  Baan. 


In  the  second  quarter  of  1996,  PeopleSoft  acquired  the  assets  and  operations  of  InfoSoft  S.A.,  previously  a PeopleSoft  distributor 
for  Spain  and  Portugal.  Effective  July  1 , 1 996,  PeopleSoft  Iberica  formally  opened  for  business  in  Madrid,  providing  direct  sales 
and  support  activities  in  the  Mediterranean  region. 
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Employees 


As  of  December  31,1 995,  PeopleSoft  had  1 ,34 1 employees.  The  company  dedicates  over  42%  of  its  staff  to  handle  customer 
service  in  areas  of  account  management,  product  support,  professional  services,  education  services,  and  communication  services. 

Employees  are  segmented  as  follows: 


Sales  and  marketing 374 

Product  development 261 

Customer  services 567 

Administration 139 


1,341 


The  company  currently  has  approximately  1 ,900  employees. 

Key  Products  and  Services 


PeopleSoft's  products  were  designed  specifically  for  client/server  environments,  are  integrated  with  Microsoft  Windows,  include 
an  advanced  GUI,  support  a variety  of  popular  RDBMSs  and  work  with  PeopleSoft's  integrated  application  development 
toolset— PeopleTools. 


PeopleSoft's  products  operate  on  a range  of  hardware  platforms,  including  IBM  mainframes,  UNIX-based  minicomputers  from 
Digital,  HP,  IBM,  Sequent  Computer  Systems,  Sun  Microsystems  and  others,  and  PCs  operating  on  LANs. 


PeopleSoft's  products  can  be  licensed  with  the  following  RDBMSs  and  run  on  the  indicated  operating  systems: 


*■  Gupta's  SQLBase  (OS/2  and  NT) 

* Microsoft's  SQL  Server  (OS/2) 

« Sybase’s  SQL  Server  (VMS,  AIX,  HP-UX,  Sun  OS) 

« IBM's  DB2  (MVS)  using  connectivity  products  from  either  Gupta  or  Oracle 

* Oracle's  ORACLE  (VMS  and  more  than  1 5 versions  of  UNIX) 

* Informix'  INFORMIX-OnLine  Dynamic  Server  (AIX,  HP-UX) 

..  IBM’s  DB2/400  (OS/400) 

€■  Microsoft's  SQL  Server  6 (NT) 

« Sybase's  System  1 1 (various  UNIX  versions) 


Human  Resource  Management  Systems 

PeopleSoft  HRMS  is  a family  of  fully  integrated  human  resource  management  system  products  available  in  U.S.  and  Canadian 
versions.  Release  6,  which  incorporates  pension  administration  and  time  and  labor  applications,  was  announced  in  September 
1 996  and  will  be  available  at  the  end  of  this  year. 


PeopleSoft  HRMS  modules  include  the  following: 


» PeopleSoft  Human  Resources — This  base  human  resources  module  provides  support  for  the  human  resource  function, 
including  personnel  administration  (employee  biographical  information  and  recordkeeping),  recruitment,  position 
management,  training  and  development,  health  and  safety,  skills  inventory,  career  planning,  affirmative  action  planning, 
COBRA  administration,  and  EEO  reporting. 

• PeopleSoft  Benefits  Administration—  Provides  the  capabilities  required  to  support  daily  benefits  administration 
activities  and  compliance  with  government  regulations.  It  supports  flexible  and  nonflexible  benefits  programs  that 
require  complex  eligibility  checking,  open  enrollment  processing,  and  other  automatic  enrollment  processing 
capabilities. 

• PeopleSoft  FSA  Administration-  This  flexible  spending  account  administration  (FSA)  module  provides  a flexible 
benefits  software  solution  for  companies  offering  cafeteria  benefits  plans. 

• PeopleSoft  Payroll-  This  module  provides  a full  in-house  payroll  administration  and  production  facility  and  handles 
payroll  calculations,  check  printing,  tax  reporting  and  deduction,  and  benefit  calculations  and  has  audit  trail  and 
reporting  capabilities. 
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• PeopleSoft  Payroll  Interface-  -This  module  provides  an  interface  between  PeopleSoft  HRMS  data  and  third  party 
payroll  systems  for  those  companies  that  use  their  own  payroll  system  or  a payroll  service  bureau. 

• PeopleSoft  Time  and  Labor-  -This  module  provides  a single,  consistent,  auditable  repository  of  time-related 
information.  It  establishes  tables  and  rules,  scheduling,  reporting  time,  prior  period  adjustments,  updates  to  paysheets, 
labor  distribution,  and  attendance  reporting. 

• PeopleSoft  Pension  Administration  -This  module  automates  pension  administration  functions  including  data  storage, 
benefit  calculations  and  estimates,  employee  communications,  flexible  system  design,  retiree  administration  and 
reporting,  and  data  extraction. 

In  addition  to  the  above  software  modules,  PeopleSoft  offers  third-party  software  products,  including  a resume  reader  from 

Restrac,  tax  reporting  and  filing  from  Federal  Liaison  Services,  and  interactive  voice  processing  of  benefit,  time,  and  personal 

payroll-related  information  from  TALX  Corporation. 

Financial  Management  Systems 

PeopleSoft  Financials  is  a family  of  fully  integrated  products  that  include  certain  international  and  public  sector  functionality. 

Release  6 is  scheduled  to  be  released  by  the  end  of  1 996.  PeopleSoft  Financials  includes  the  following  modules: 

• PeopleSoft  General  Ledger-  -This  module  provides  financial  analysis,  flexible  management  reporting,  general  ledger 
accounting,  and  consolidation. 

• PeopleSoft  Receivables—  This  module  manages  payments  owed  to  the  organization  and  features  automatic  assessment 
of  a customer's  payment  habits,  generation  of  dunning  letters,  value  added  tax  (VAT)  processing,  automatic  tape  lock 
box  processing  for  electronic  processing  of  high-volume  transactions,  and  cash  position  projections. 

• PeopleSoft  Payables-  -This  module  provides  payable  and  cash  management  functions.  It  supports  multiple  currencies, 
flexible  payment  policies,  VAT  processing,  recurring  vendor  contracts,  express  checks,  workflow  approval  for  vouchers, 
and  cash  requirements  analysis  and  planning. 

• PeopleSoft  Asset  Management—  This  module  manages  the  acquisition,  maintenance,  transfer,  depreciation,  and 
retirement  of  fixed  assets  and  tax  compliance. 

• PeopleSoft  Projects  —This  module  integrates  operational  and  financial  functions,  allowing  users  to  perform  tasks 
ranging  from  managing  complex  capital  projects  to  calculating  revenue  for  billable  projects. 

• PeopleSoft  Billing — This  module  manages  billing  and  adjustments,  processes  sales  taxes,  generates  invoices,  and 
creates  account  distributions. 

• PeopleSoft  Budgets — In  beta  testing,  this  module  integrates  all  aspects  of  the  budgeting  processes,  combining 
spreadsheets,  workflow  processing,  and  PeopleSoft  reporting  and  query  tools  into  a centralized  budgeting  solution. 

PeopleSoft  Distribution 

PeopleSoft  Distribution  is  a family  of  fully  integrated  distribution  system  products.  Release  6 is  scheduled  for  release  by  the  end 

of  1996.  Modules  include  the  following: 


• PeopleSoft  Purchasing—  This  module  automates  requisitioning,  purchasing,  and  receiving  of  raw  materials,  supplies, 
services,  products,  and  assets. 

• PeopleSoft  Inventory—  This  module  provides  the  ability  to  store  and  issue  stock  in  response  to  changing  demands, 
track  the  movement  of  stock,  and  automatically  replenish  stock  as  needed. 

• PeopleSoft  Order  Management—  In  beta  release,  this  module  handles  the  complete  range  of  order  processing 
requirements  and  features  on-line  order  entry,  alternative  order  entry  methods,  workflow,  EDI,  electronic  forms, 
multimedia  attachments,  on-line  ATP,  quotation  processing,  alternate  product  lists,  flexible  pricing  and  commissions, 
and  contract  management. 

• PeopleSoft  DRP-  -provides  real-time  aggregate  planning  and  scheduling,  product  availability  analysis,  user-defined 
constraints  that  support  dynamic  business  environments  and  "what-if  " modeling.  Real-time  manufacturing,  scheduling, 
and  optimization  technology  has  been  licensed  from  Red  Pepper  Software  Company  and  is  embedded  in  this  application. 

• PeopleSoft  Enterprise  Planning  —This  module,  in  initial  release  and  scheduled  for  general  availability  at  the  end  of 

1 996,  simulates  multiple  schedules  using  a graphical  planner  workbench;  plans  material  requirements  using  net  change 
information;  and  tracks  production  levels  and  highlights  resources  that  are  beyond  stated  capacities.  Real-time  planning 
and  optimization  functions  are  supported  by  ResponseAgent  embedded  software  from  Red  Pepper  Software. 

• PeopleSoft  Product  Configurator  —This  module,  scheduled  for  availability  at  the  end  of  1 996,  is  a rules-based  system 
that  enables  make-,  assemble-,  and  configure-to-order  companies  to  define  the  characteristics  of  a product  in  real-time 
and  determine  if,  when,  and  how  to  produce  each  particular  product. 

PeopleSoft  Manufacturing 

This  product  line,  initially  released  in  May  1996,  supports  the  critical  planning,  processing,  and  reporting  requirements  of 
complex,  discrete  manufacturing  enterprises. 


PeopleSoft  Manufacturing  modules  include  the  following: 
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• PeopleSoft  Engineering  —This  module  provides  the  functionality  required  to  manage  engineering  designs  including 
bills  of  material,  routings  and  costs,  prototypes,  cost  simulations,  the  transfer  of  designs  to  production,  and  engineering 
change  orders. 

• PeopleSoft  Bills  and  Routings-  -This  module  provides  revision  control,  component  yield,  and  operation  overlap  to 
maintain  complex  bills  of  material,  resources,  work  centers,  jobs,  and  routings. 

• PeopleSoft  Production  Planning  —This  module  combines  master  scheduling,  material  requirements  planning,  and 
capacity  planning  into  one,  embedded,  real-time  advanced  planning  and  scheduling  system  for  plant-level  procurement 
and  production.  Real-time  planning  and  optimization  functions  are  supported  by  ResponseAgent  embedded  software 
from  Red  Pepper  Software. 

• PeopleSoft  Production  Management  —This  is  a shop  floor  control  application  for  managing,  transacting,  and  costing 
all  material,  machine,  and  labor  requirements,  scheduling  and  dispatching  production  by  work  center  to  the  minute,  and 
tracking  production  orders.  It  supports  discrete,  repetitive,  assemble-to-order,  and  work  orderless  environments. 

• PeopleSoft  Cost  Management-  -This  module  manages  costs  throughout  the  supply  chain  via  a flexible  costing  model  to 
accommodate  regional  differences  in  procurement  costs;  transaction  accounting;  and  operations  performance 
measurement  for  detailed  price  and  manufacturing  variance  reporting. 


Vertical  Solutions 


PeopleSoft  has  extended  its  applications  to  serve  certain  vertical  markets. 


PeopleSoft  Financials  for  the  Public  Sector—  This  product  was  introduced  in  January  1 995  and  is  a version  of  PeopleSoft 
Financials  specially  designed  for  public  sector  organizations,  including  provincial,  state,  and  local  governments,  and  nonprofit 
organizations.  It  was  developed  jointly  with  Andersen  Consulting  and  helps  public  sector  organizations  to  control,  monitor, 
administer,  and  report  on  financial  information. 


PeopleSoft  HRMS  for  Federal  Government—  is  a version  of  PeopleSoft  HRMS  tailored  to  meet  federal  requirements.  The  first 
module.  Federal  Human  Resources,  is  now  available  for  ORACLE,  INFORMIX,  and  SQLBase  database  platforms.  Benefits 
Administration  is  scheduled  for  release  in  late  1996.  PeopleSoft  Financials  is  also  offered  to  the  U.S.  federal  market. 


PeopleSoft  for  Financial  Services  —There  is  a dedicated  team  of  sales,  service  staff,  and  business  partners  specialized  in 
delivering  PeopleSoft  products  and  their  extensions  to  the  financial  services  industry.  These  extensions  include  flexible  business 
modeling,  multiple  business  views,  complex  allocations  and  consolidations,  and  multicurrency  and  average  daily  balance 
functionality. 


PeopleSoft  for  Healthcare-  -PeopleSoft  products  that  serve  hospitals,  medical  centers,  and  other  health  care  organizations 
include  accounting,  materials  management,  and  HRMS  applications. 


PeopleSoft  for  Higher  Education  —Products  offered  to  the  higher  education  market  include  PeopleSoft  HRMS,  PeopleSoft 
Financials,  and  the  PeopleSoft  Student  Administration  System(SAS).  PeopleSoft  SAS  is  a client/server  student  service 
administration  system  for  colleges  and  universities  that  includes  six  applications:  Student  Records,  Academic  Advisement, 
Admissions,  Financial  Aid,  Student  Financials,  and  Campus  Community. 

Application  Development  Tools 

PeopleSoft  includes  PeopleTools  with  each  PeopleSoft  application  software  product  licensed. 


Peop  eTools  application  development  tools  for  rapid  design  and  prototyping  custom  modifications  include  the  following: 


» Data  Designer—  used  to  build  new  table  definitions;  to  add,  drop  or  modify  fields  in  existing  tables;  and  to  facilitate 
field  editing 

■»  Panel  Design—  used  to  build  or  modify  GUI-based  query  and  data  entry  screens 

• Menu  Designer—  used  to  build  or  modify  application  windows  and  pull-down  menus  in  a GUI  environment 

• Help  Designer  —used  to  create  or  modify  on-line  help  text,  including  field  and  panel  level  help,  corporate  procedures, 
and  user  procedures 

• PeopleSoft  Workflow-  -a  suite  of  tools  that  extends  the  range  of  business  tasks  that  can  be  automated.  Features 
included  are  workflow  designer,  workflow  processor,  application  workflow,  workflow  API,  workflow  administrator, 
work  lists,  message  agent,  application  agents,  and  database  agents. 

• Application  Reviewer  -works  as  a debugger  to  help  identify  and  resolve  system  problems  before  going  into 
production. 

Tools  used  to  improve  the  efficiency  of  implementing,  operating,  and  upgrading  PeopleSoft's  applications  include  the  following: 


• Application  Distributor  -stores  application  objects  in  relational  databases  and  makes  them  available  to  distributed 
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clients 

• Application  Processor-  -builds  panels  from  stored  application  objects 

• Application  Installer  -automates  the  application  installation  process  in  various  client/server  network  environments  to 
ease  navigation  through  hardware,  database,  and  connectivity  variables 

• Operator  Security—  controls  the  scope  and  level  of  data  accessibility  provided  to  individuals  and  classes  of  users 

• Object  Security—  allows  read  or  modification  access  to  individual  objects  and  groups  of  objects,  including  records, 
panels,  menus,  or  tree  structures 

• Import  Manager — speeds  the  loading  of  data  generated  by  other  systems  into  the  RDBMS  server  for  access  by 
PeopleSoft  s application  products 

• Application  Upgrade—  facilitates  customer  upgrades  to  successive  versions  of  the  application,  while  retaining  all  the 
functionality  and  feature  modifications  made  by  the  customer 

• Data  Mover  -archives  and  retrieves  archived  data  stored  in  PeopleSoft  application  databases 

• SQL  Scripter-  -enables  user  to  execute  sets  of  SQL  statements  while  logged  on  to  a PeopleSoft  database 


Tools  for  application  users  to  easily  access,  summarize,  and  process  information  include  the  following: 


• PS/nVision—  integrates  PeopleSoft  Financials  modules  with  Microsoft's  Excel  in  the  production  of  financial 
statements,  responsibility  reports,  and  other  ad  hoc  financial  reports  and  analyses 

• Tree  Manager—  used  to  build  hierarchical  relationships  between  different  data  elements  within  a given  table,  such  as 
among  departments  or  accounts 

• Query—  used  to  build  SQL  queries  that  extract  and  summarize  information  from  an  application's  database 

• Query  Link-  -provides  a PeopleSoft  Query  interface  to  Crystal  Reports  Pro,  a report  designer  and  formatter  from 
Crystal  Services 

• Process  Scheduler—  streamlines  the  execution  of  routine  tasks  and  controls  time-based  events  from  distributed  clients 
by  running,  on  the  client  or  server,  batch  processes  or  programs  such  as  journal  creation,  payroll  processing,  voucher 
posting,  and  other  reports  without  requiring  user  interaction. 

PeopleSoft  also  offers  PeopleTools  to  PeopleSoft  existing  software  customers  who  are  interested  in  developing  their  own 
custom,  internal  client/server  business  applications. 

Software  Pricing 

License  fees  for  all  PeopleSoft  products  are  a function  of  the  specific  hardware  and  RDBMS  configuration,  the  particular 
combination  of  PeopleSoft  modules  chosen,  and  either  the  employee  population  or  revenue  of  the  entity  using  the  software. 
These  license  fees  include  one  copy  of  the  software,  system  and  user  documentation,  one  year  of  product  maintenance,  a one- 
year  product  warranty,  implementation  support,  and  software  product  training. 

Services  and  Customer  Support 

PeopleSoft's  service  and  support  is  coordinated  by  an  account  manager.  In  addition  to  managing  the  account  relationship,  the 
account  manager  is  responsible  for  coordinating  PeopleSoft's  installation,  training,  consulting,  and  support  services. 


Services  available  include  the  following: 


• Customer  Education  and  Training—  PeopleSoft  offers  a comprehensive  education  and  training  program  to  customers 
and  third-party  consultants.  Training  classes  are  offered  through  training  centers  in  Atlanta  (GA),  Bethesda  (MD), 
Boston  and  Waltham  (MA),  Chicago  and  Westchester  (IL),  Dallas  (TX),  Pleasanton  and  Walnut  Creek  (CA),  and 
Toronto  and  Vancouver  (Canada). 


PeopleSoft  provides  on-site  training  to  additional  customer  staff  for  a fee  plus  travel  expenses. 


Fees  for  training  services  are  generally  priced  at  $450  per  training  unit  (representing  one  student  day  of  training). 


• Software  Maintenance  and  Support—  PeopleSoft  provides  24-hour  hotline  telephone  support  handled  by  a 
computerized  call  tracking  and  problem  reporting  system.  An  automated  Lotus  Notes-based  bulletin  board 
(PeopleSoft/Forum),  accessible  through  the  Internet  or  CompuServe,  provides  subscribing  customers  with  real-time 
information  on  incidents,  bugs,  and  resolutions. 


Initial  product  licenses  include  the  first  year  of  maintenance  support.  Thereafter,  ongoing  maintenance  contracts  are  offered  to 
customers  and  are  renewable  on  an  annual  basis.  Annual  maintenance  fees  are  generally  1 7%  of  the  then  current  list  price  of 
products  under  license. 


• Consulting  Services—  PeopleSoft  offers  a variety  of  consulting  services  to  its  customers,  including  systems  integration, 
strategic  implementation  planning,  upgrade  implementation,  and  minor  product  customization.  PeopleSoft  also  works 
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with  third-party  consulting  and  systems  integration  firms  to  provide  customers  with  installation,  customization,  and 
project  management  services. 

Clients 


Communications/Information—  AT&T,  Capital  Cities/ABC,  McCaw  Cellular,  Scripps  Howard,  NYNEX  Telesector  Resources, 
Pacific  Bell,  Times  Mirror,  Turner  Corporation,  U S WEST,  Warner  Bros. 


Education—  California  State  University  at  Los  Angeles,  Cornell  University,  Edmonton  Public  Schools,  Houston  Community 
College,  James  Madison  University,  MIT/Lincoln  Laboratories,  National  Academy  of  Sciences,  National  Education  Association, 
Northern  Arizona  University,  Northwestern  University,  Ohio  State  University,  Southern  Methodist  University,  University  of 
British  Columbia,  University  of  Hawaii,  University  of  Michigan,  University  of  Oklahoma  Health  Sciences  Center,  York 
University 

Energy—  BP  Oil,  British  Columbia  Hydro  and  Power,  Canadian  Occidental  Petroleum,  Delmarva  Power  & Light  Co.,  Detroit 
Edison  Co.,  Interprovincial  Pipe  Line,  Los  Angeles  Department  of  Water  and  Power,  Ontario  Hydro,  Sonat  Offshore,  Wisconsin 
Electric  Power 


Finance  and  Insurance — American  Family  Insurance  Group,  Banamex,  Bankers  Trust  New  York  Corp.,  Blue  Cross/Blue 
ShieldNew  Jersey,  GE  Capital,  Goldman  Sachs,  IDS  Financial  Services,  John  Hancock,  Norwest  Corporation,  NASD,  New  York 
Stock  Exchange,  Swiss  Bank  Corp.,  The  Equitable,  Transamerica  Occidental  Life  Insurance  Company 


Federal  Government-  -Federal  Reserve  Board  of  Governors,  Library  of  Congress,  Navy  Exchange  Service  Command, 
Depaitment  of  Energy,  Department  of  Veterans  Affairs,  Department  of  Justice,  Tennessee  Valley  Authority,  U.S.  Enrichment 
Corporation 

Other  Government-  Canada  Council,  Canadian  Federal  Government,  International  Monetary  Fund,  New  Jersey  Highway 
Authority,  State  of  Nevada,  State  of  New  York,  State  of  Kansas 


Health  Care/Pharmaceutical — Alcon  Labs,  Baystate  Administrative  Services,  Beth  Israel  Hospital,  Burroughs  Wellcome  Co., 
Calgary  General  Hospital,  Children's  Hospital  of  Wisconsin,  Eli  Lilly  and  Co.,  Integrated  Health  Services,  Engelwood  Hospital 
and  Medical  Center,  Foundation  Health  Corporation,  Lincoln  Health,  Partners  Healthcare  System  Inc.,  Pinnacle  Health  System, 
Scott  & White  Memorial  Hospital,  United  States  Surgical  Corp. 

Manufacturing/Distribution/Other—  ACL  Inc.,  Alcoa,  Allied  Signal,  Bell  & Howell,  Black  & Decker,  Boise  Cascade,  Brown 
& Root,  Continental  Grain  Co.,  Coming,  Gerber  Products  Co.,  Gillette,  Hill's  Pet  Nutrition,  Inc.,  Honda,  Honeywell,  Mitsubishi 
Semiconductor  America,  NUMMI,  PRC  (Litton),  Promon  Engenharia  Ltd.,  Quaker  Oats  Co.,  Siemens,  The  Turner  Corporation, 
Whirlpool 


Retait/Food  Services—  Bradlees,  KMart  Corp.,  KMart,  Pepsi,  Pizza  Hut  International,  Taco  Bell,  Toys  R Us,  TCG  International 


Technology—  Conner  Peripherals,  Cray  Research,  Hewlett-Packard  Co.,  Lotus  Development  Corp.,  Microsoft,  NCR,  Tandem 
Computers 

Transportation — Airborne  Freight  Corp.,  British  Columbia  Transit,  Canadian  Airlines,  Kansas  City  Southern  Railway  Co., 
Malaysia  Airlines,  United  Airlines,  Yellow  Freight  System. 

Marketing  and  Sales 


PeopleSoft  markets  and  licenses  its  software  products  in  most  major  world  markets  through  a direct  sales  organization  based  in 
field  sales  offices  located  in  major  metropolitan  areas  throughout  the  U.S.,  with  international  sales  activities  coordinated  from 
PeopleSoft  offices  in  Canada,  the  Netherlands,  France,  the  U.K.,  Gennany,  Mexico,  Australia,  Argentina,  and  Singapore. 


To  augment  its  direct  sales  channel,  PeopleSoft: 

» Has  authorized  Automatic  Data  Processing  (ADP)  to  market  certain  versions  of  its  PeopleSoft  HRMS  products 

* Has  entered  into  a joint  teaming  agreement  with  Andersen  Consulting  to  address  the  PeopleSoft  HRMS  and  PeopleSoft 
Financials  requirements  of  state  and  local  government  agencies 

• Has  entered  into  a systems  integration  agreement  with  Shared  Medical  Systems  (SMS)  whereby  SMS  is  a distributor  of 
certain  PeopleSoft  HRMS  and  Financials  software  products 
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The  company's  business  partnerships  with  more  than  40  major  hardware,  software,  and  consulting  firms  deliver  application 
functionality,  relational  databases,  and  hardware  for  clients  implementing  client/server  applications. 

In  order  to  meet  the  demands  of  its  growing  client  base,  PeopleSoft  has  set  up  1 1 regional  customer  support  centers  throughout 
the  U.S.,  Canada,  Europe,  and  Asia/Pacific.  The  company  serves  customers  in  more  than  25  countries. 


Alliances 


A key  aspect  of  PeopleSoft' s sales  and  marketing  strategy  is  to  build  and  maintain  strong  working  relationships  with  businesses 
that  PeopleSoft  believes  play  an  important  role  in  the  successful  marketing  of  its  products. 

PeopleSoft  develops  and  maintains  partnerships  with  industry-leading  hardware,  software,  database,  implementation,  and 
technology  vendors  to  help  its  customers  optimize  PeopleSoft  solutions. 

A listing  of  vendors  with  which  PeopleSoft  has  various  agreements  is  summarized  in  exhibit  on  the  following  page. 


Some  alliances  are  listed  below: 


In  July  1996,  PeopleSoft  and  Price  Waterhouse  Management  Consulting  Services  announced  an  alliance  to  jointly  provide 
software  and  consulting  services  to  the  financial  services  industry. 


• This  alliance  combines  PeopleSoft's  enterprise-wide  client/server  financial,  materials  management,  and  human  resources 
software  with  Price  Waterhouse's  industry  knowledge  and  best  practices  to  offer  solutions  specifically  tailored  to  the 
requirements  of  financial  services  industry. 

• Both  parties  will  establish  and  staff  a Financial  Services  Solutions  Center  in  New  York. 

• Price  Waterhouse  will  also  participate  in  PeopleSoft's  Financial  Services  Advisory  Board. 


During  the  second  quarter  of  1996,  PeopleSoft  and  BEA  Systems,  Inc.  announced  a development  and  marketing  agreement 
whereby  PeopleSoft  will  integrate  BEA's  transaction  middleware  product,  BEA  TUXEDO,  with  is  full  line  of  enterprise 
applications.  In  addition  to  handling  high-volume  transaction  processing  environments,  BEA  TUXEDO  will  enhance 
PeopleSoft's  delivery  of  globally  implemented,  distributed  applications  solutions. 


Exhibit 

PeopleSoft  Alliances 


Application 

Partners 

Implementation 

Partners 

Platform 

Partners 

Systems 

Integration 

Partners 

Workflow 

Providers 

Arbor  Software 

Andersen  Consulting 

Apple  Computer 

Digital  Equipment 

Action 

BMC  Software 

The  Application  Group 

Compaq 

The  Gateway  Group 

Technologies 

Braintree  Technology 

Beacon  Application 

Data  General  Corp. 

IBM 

Computer 

Business  Objects 

Services  Corp.  Business 

Digital  Equipment 

MCI  Systemhouse 

Communication 

Citrix  Systems,  Inc. 

Information 

Gupta  Corp. 

PRC,  Inc. 

Specialists 

Claremont  Systems 

Technology  Inc.  (1) 

Hewlett-Packard 

The  Registry 

Edify 

Group 

CAP  GEMINI  America 

IBM 

Sequent  Computer 

ESSENSE 

Cognos 

Coopers  & Lybrand  LLP 

Informix  Software 

Systems 

Systems,  Inc. 

Criterion 

DataStudy,  Inc 

Intel  Corporation 

Stream  International 

IBM 

Ernst  & Young  LLP 

Deloitte  & Touche  LLP 

Microsoft  Corp. 

Technology  Solutions 

Jetform 

Federal  Liason 

Dimension  Systems 

NCR 

Company 

Lotus  Development 

Services 

Foundation  Software 

Novell 

Corporation 

Frontec 

The  Hunter  Group  Inc. 

Oracle  Corporation 

NetDynamics 

InCap 

IBM  (ISSC) 

Pyramid  Technology 

OneWave,  Inc. 

Interm  ec 

KPMG  Peat  Marwick  LLP 

SCO 

Symantec  Corp. 

Microsoft 

Noblestar 

Sequent  Computer 

TALX  Corp. 

MITI 

Pacific  Technologies 

Systems 

Open  Horizon,  Inc. 

(AUST)  Pty  Ltd. 

Siemens  Nixdorf 

Platinum  Technology 

The  Pinnacle  Group 

Silicon  Graphics 

Premenos 

PRC 

Sun  Microsystems 

Red  Pepper 

Price  Waterhouse 

Sybase,  Inc. 

Restrac 

Ramos  & Associates 

Unisys 

SigForms 

SG2 

SkiUSet 

Sierra  Systems 

SQA 

Technology  Solutions  Co 

Sterling  Commerce 

User  Technology 

Success  Factor 

Services 
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Services 

Systems 

Taxware  International 
Vertex 

William  M.  Mercer,  Inc. 


Competitors 


Significant  competitors  in  the  enterprise  application  software  market  include  SAP  and  Oracle  and  to  a lesser  degree,  Dun  & 
Bradstreet  Software,  Baan  Company,  Computer  Associates  International,  and  System  Software  Associates. 

PeopleSoft  also  faces  competition  from  niche  providers  of  HRMS  software  products,  including  Cyborg,  Lawson  Associates, 
Integral  Systems,  and  Ceridian,  and  from  niche  providers  of  financial  management  system  software  products,  including 
Hyperion,  Computron  Software,  and  Lawson  Associates. 

INPUT  Assessment 


PeopleSoft's  strengths  include: 

• Offering  a product  line  that  has  been  specifically  designed  to  work  on  the  client/server  model  of  computing 

• A complete  suite  of  applications  has  put  the  company  in  a position  to  offer  its  full-client/server  lines  as  a one-stop 
shopping  for  the  enterprise 

• Strong  customer  service  organization 

• Broad  range  of  choices  for  customers,  spanning  platforms,  implementation  approaches  and  products 
Challenges  include: 

u Managing  the  company's  rapid  growth 

• Maintaining  consistent,  high-quality  products  and  services  in  the  face  of  a steady  rise  in  revenue 
o Successful  delivery  of  the  PeopleSoft  Manufacturing  suite  of  applications 

o Continuing  to  expand  product  offerings  into  other  areas  of  functionality  and  vertical  markets 

• Staying  competitive  with  larger  companies  (SAP  and  Oracle) 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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06/01/1997  Headquarters 

12377  Mertit  Drive 
Dallas,  TX  75251 
U.S. 

United  Kingdom  Office 

1-2  Finsbury  Ave. 

London 
EC4V  3SB 
United  Kingdom 

Phone:  Fax: 

(972)  383-5600  (972)  455-4157 

Company  Web  Site: 

http://www.ps.net 

Key  Points 


Summary  Info 

Chairman:  Mort  Meyerson 

President/CEO:  James  A.  Cannavino 


Status:  Private 


Employees:  5,000(06/1997) 

Revenue:  $ 600.0  mil 


Year  End 


Dec-1996 


• Perot  Systems  Corporation  provides  information  technology  and  business  transformation  services  to 
various  markets. 

• In  June  1997,  Perot  Systems  acquired  Syllogic,  B.V.,  a Netherlands-based  company  specializing  in  systems 
management,  data  warehousing,  and  data  mining  applications  and  services. 

• In  June  1997,  Perot  Systems  made  a $9  million  offer  to  acquire  the  assets  of  Nets  Inc.,  an  on-line 
commerce  company. 

• In  March  1997,  Perot  Systems  purchased  a controlling  stake  in  Icarus  Consulting  AG  from  Icarus  and 
SwissAir  Corp.,  resulting  in  70%  ownership  of  the  firm. 

• In  March  1997,  Perot  Systems’  Healthcare  Group  introduced  its  Web-accessible  Healthcare  Solutions 
Model  for  integrated  health  care  networks. 

• In  February  1997,  the  company  acquired  the  Benton  International,  Inc.  consulting  organization  that 
pioneered  the  concept  of  electronic  funds  payments. 

• In  November  1996,  Perot  Systems  acquired  the  Chicago-based  Doblin  Group,  a strategic  design  planning 
firm. 

• In  October  1996,  the  company  acquired  The  Technical  Resource  Connection,  Inc.,  a provider  of  distributed 
object-oriented  consulting  services. 

• In  September  1996,  Perot  Systems  acquired  CommSys,  a leading  vendor  of  customized  telecommunications 
billing  software  and  services. 

• In  September  1996,  James  Cannavino  assumed  the  position  of  Chief  Executive  Officer,  succeeding  Mort 
Meyerson  in  the  position.  Mr.  Meyerson  has  remained  with  the  company  in  his  previously  held  position  as 
Chairman  of  the  Board. 

• In  August  1996,  Perot  Systems  announced  that  James  A.  Champy,  a leading  authority  and  best-selling 
author  on  business  reengineering  and  organizational  change,  had  joined  the  company  as  Chairman  of  the 
consulting  practice. 

• In  August  1996,  the  company  acquired  Rothwell  International,  an  object-oriented  application  development 
firm. 


Company  Description 


Perot  Systems  was  formed  in  1988  by  H.  Ross  Perot  and  certain  former  EDS  employees  to  provide  systems 
integration,  systems  operations,  and  associated  professional  services. 

The  company  has  major  customers  in  the  financial  services,  insurance,  health  care,  travel  and  leisure, 
manufacturing,  telecommunications,  and  energy  industries  in  North  America,  Europe,  and  Asia. 
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Organization  and  Structure 

Perot  Systems  is  headquartered  in  Dallas  (TX)  and  has  approximately  50  offices  in  the  U.S.,  Europe,  and  Asia. 

U.S.  offices  are  located  in  Alhambra,  Encinitas,  Los  Angeles,  and  Rosemead  (CA);  Colorado  Springs  and 
Englewood  (CO);  Stamford  (CT);  Maitland  and  Tampa  (FL);  Atlanta  (GA);  Chicago  and  Lisle  (IL);  Cedar  Rapids 
(IA);  Lexington  (KY);  Cambridge  (MA);  Auburn  Hills,  Hubbard,  Romulus,  Plymouth,  and  Troy  (MI);  Minneapolis 
(MN);  Bethpage  and  New  York  City  (NY);  Charlotte  (NC);  Tulsa  (OK);  Mechanicsburg  (PA);  Dallas,  Houston,  and 
Richardson  (TX);  Reston  (VA);  and  Meqon  (WI). 

European  offices  are  located  in  Paris  and  Villepinte  (France);  Diisseldorf,  Frankfurt,  Hamburg,  and 
Wilhelmshaken  (Germany);  Basel  and  Zurich  (Switzerland);  Chelmsford,  Croydon,  Dublin,  Leeds,  London, 
Heathrow,  Nottingham,  Slough,  and  Swindon  (U.K.);  and  The  Netherlands.  Asian  offices  are  located  in  Hong 
Kong,  Singapore,  India,  and  Tokyo  (Japan). 

The  company  delivers  services  primarily  through  its  U.S.  offices  in  Dallas  (TX),  Reston  (VA),  Auburn  Hills  (MI), 
and  an  office  in  Windsor  (England). 


Perot  Systems’  current  organizational  structure  is  summarized  in  Exhibit  1. 


Perot  Systems  has  subsidiaries  as  follows: 


• HPS,  located  in  New  Delhi  (India),  provides  off-shore  development  services  in  addition  to  handling  client 
engagements  in  the  Pacific  Rim  region. 

• Systor,  located  in  Basel  (Switzerland),  provides  financial  information  technology  services. 

Exhibit  1 


Perot  Systems  Corporation 
Organizational  Structure 


Mort  Meyerson 

Chairman 
of  the  Board 


Jim  Cannavin© 

President  and  CEO 


Governance  Councils 

Operating,  Strategy,  and  Technology 
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John:  King 

Fnancial  Services 


GB  Marmot 

Procurement  and 
Operations 


Ron  Nash 

Industry  Group 


Peter  Altebef 

Legal 


Jim  cnampy 
Gfl  Marmol 

Strategy  and 
Consulting 


Terry  Ashwill 

Finance 


Don  Drobny 

Project  Offices 


Susan  Fairly 

Marketing  and 
Technology 


Source:  Perot  Systems 

• Rothwell  International,  based  in  Houston  (TX),  provides  object-oriented  software  development  and 
consulting  services. 

• The  Technical  Resource  Connection.  Inc.,  located  in  Tampa  (FL),  provides  distributed  object-oriented 
consulting  services. 

• Benton  International,  Inc.,  in  Los  Angeles  (CA),  provides  consulting  in  the  area  of  electronic  commerce  to 
the  financial  services  industry. 

• Syllogic,  B.V.,  located  in  the  Netherlands,  provides  systems  management,  data  warehousing,  and  data 
mining  applications  and  services. 

Employees 

As  of  December  31,  1996,  Perot  Systems  had  4,378  full-time  employees,  compared  to  2,987  the  year  before.  The 
company  currently  has  5,000  employees. 

Company  Strategy 

Perot  Systems  is  dedicated  to  being  the  best  at  service  design  and  delivery  through  aggressive  education  and 
training  of  its  associates,  strategic  partnering,  and  acquisitions. 

Perot  Systems’  approach  to  IT  services  is  customer  driven,  focusing  on  providing  flexible  and  creative  solutions  to 
help  clients  improve  their  business  performance.  The  company  provides  clients  with  the  option  to  select  specific 
services,  to  partner  with  Perot  Systems,  or  to  commission  project  work. 

Perot  Systems  also  offers  a variety  of  payment  options,  including  everything  from  fixed  fee  to  joint-venture 
partne  rships,  and  in  some  cases  equity  relationships.  Perot  Systems  also  practices  the  concept  of  risk/reward,  in 
which  the  terms  and  conditions  of  payment  are  dependent  upon  the  success  of  the  engagement. 

Perot  Systems  has  formalized  the  customer-driven  concept  into  three  general  categories  that  help  the;  company 
group  and  package  its  resources: 

• Customer  Relationship  Management 

• Customer  Acquisition^  Services  designed  to  increase  a customers’  business 

• Customer  Care  94  Products  and  services  designed  to  help  customers  retain  their  own 
customers 

• Operational  Efficiencies^  Technologies  and  services  that  help  customers  operate  more  productively  and 
keep  costs  down 

Business  Solutions  Design  and  Development^  Solutions  that  help  customers  quickly  design  and  develop 
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• Business  Solutions  Design  and  Developments  Solutions  that  help  customers  quickly  design  and  develop 
their  own  business  solutions,  using  modern  technology  for  things  such  as  sales  force  automation  and  self- 
service  intranet  applications 

Acquisitions 

Over  the  past  year,  Perot  Systems  has  made  several  acquisitions  that  are  central  to  its  growth  and  technology 
strategy.  The  terms  of  the  transactions  were  not  disclosed. 

• In  June  1997,  Perot  Systems  made  a $9  million  offer  to  acquire  the  assets  of  Nets  Inc.,  the  Cambridge 
(MA)-based  on-line  commerce  company  that  has  filed  for  Chapter  11  bankruptcy.  Perot  Systems  has 
recently  hired  approximately  40  former  employees  of  Nets  Inc.,  including  Mark  Teflian,  former  chief 
technology  officer  at  Nets  Inc. 

• In  June  1997,  Perot  Systems  acquired  Syllogic,  B.V.,  a Netherlands-based  company  specializing  in  systems 
management,  data  warehousing,  and  data  mining  applications  and  services. 

• Syllogic  has  offices  in  the  U.S.,  Ireland,  and  the  U.K.,  strengthening  Perot  Systems’  presence 
in  the  U.K. 

• The  company  has  approximately  125  employees,  and  clients  in  the  financial  services, 
manufacturing,  and  technology  industries. 

• Syllogic  will  become  a wholly  owned  subsidiary  of  Perot  Systems. 

• In  March  1997,  Perot  Systems  purchased  a controlling  stake  of  Icarus  Consulting  AG  from  Icarus’ 
management  and  SwissAir  Corp.,  resulting  in  70%  ownership  of  the  firm.  Perot  has  a fixed  option  to 
purchase  the  remaining  30%  share  from  SAir  Group,  the  holding  company  of  SwissAir,  over  a three-year 
period. 

• Icarus  is  a Zurich  (Switzerland)-  and  Frankfurt  (Germany)-based  "profit-management" 
consultancy  that  specializes  in  improving  business  processes,  logistics,  and  information 
technology. 

• The  firm  serves  major  European  air  carriers,  forwarders,  hotels,  the  German  railway  system, 
and  the  German  Navy. 

• The  acquisition  of  Icarus  furthers  Perot  Systems’  expansion  into  European  markets,  as  well 
as  bringing  in  a strong  travel  and  transportation  consulting  capability  to  the  company. 

• At  the  time  of  the  acquisition,  Icarus  had  approximately  30  consultants,  with  plans  to  triple 
in  size  over  the  next  few  years. 

• In  February  1997,  the  company  acquired  the  Los  Angeles  (CA)-based  Benton  International,  Inc.,  a 
consulting  firm  that  specializes  in  electronic  commerce  and  the  financial  services  industry. 

• Benton  has  offices  in  Tampa  (FL),  New  York  (NY),  Buenos  Aires,  Bogota,  and  London  (U.K.). 

• The  firm’s  clients  include  banks  in  the  U.S.,  Europe,  and  Latin  America. 

• Benton  has  become  a wholly  owned  subsidiary  of  Perot  Systems. 

• In  November  1996,  Perot  Systems  acquired  the  Chicago-based  Doblin  Group,  a strategic  design  planning 
firm  and  pioneer  in  "user-centered"  strategy.  The  Doblin  Group  has  a specialized  strategy  practice  that 
combines  the  disciplines  of  business  planning,  social  science  research,  and  design  to  reengineer  mature 
companies  and  create  start-up  ventures. 

• In  October  1996,  the  company  acquired  The  Technical  Resource  Connection,  Inc.,  a Tampa  (FL)-based 
provider  of  distributed  object-oriented  consulting  services. 

• At  the  time  of  the  acquisition,  The  Technical  Resource  Connection  had  annual  revenues  of 
more  than  $22  million  and  150  employees. 

• The  company  works  with  clients  in  the  transportation,  insurance,  financial,  communications, 
and  media  markets. 

• The  Technical  Resource  Connection  has  become  a wholly  owned  subsidiary  of  Perot  Systems. 
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• The  Technical  Resource  Connection  has  become  a wholly  owned  subsidiary  of  Perot  Systems. 

• In  September  1996,  Perot  Systems  acquired  CommSys,  a provider  of  billing,  telemanagement,  and 
communications  services  to  major  telecommunication  organizations  worldwide.  CommSys  has  become  a 
wholly  owned  subsidiary  of  Perot  Systems. 

• In  August  1996,  Perot  Systems  acquired  Rothwell  International,  a Houston  (TX)-based  consulting  company 
that  specializes  in  object-oriented  software  development  and  implementation. 

• At  the  time  of  the  acquisition,  Rothwell  had  approximately  70  employees. 

• Some  of  Rothwell’s  clients  include  Texaco,  Prudential,  and  Duke  Power. 

• Rothwell  has  become  a wholly  owned  subsidiary  of  Perot  Systems. 

Financials 

Perot  Systems’  1996  revenue  reached  nearly  $600  million,  an  increase  of  75%  over  revenue  of  $342  million  in 

1995.  Net  income  grew  90%,  to  almost  $20.5  million  in  1996.A  four-year  revenue  summary  is  shown  in  Exhibit  2: 

Exhibit  2 


Perot  Systems  Corporation  Four-Year  Worldwide  Revenue  Summary 
($  Millions,  except  Revenue  per  employee) 


1 ■■  ■■  ■ ■ — ■■  ■ ■■■■ 

Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

Revenue 

$600 

$342 

$300* 

$220* 

• Percent  change  from  previous  year 

75% 

14% 

36% 

47% 

Revenue  per  employee 

$136,920 

$118,158 

N/A 

N/A 

Source:  Perot  Systems ; 

* INPUT  estimates 
Revenue  Analysis  by  Product  'Service  Mode 


INPUT  estimates  that  Perot  Systems’  1996  revenue  was  derived  approximately  as  follows: 


Systems  operations 

40% 

Systems  integration 

30% 

Professional  services 

30% 

Total 

100% 

Market  Financials 

Perot  Systems  derives  significant  revenue  from  customers  in  the  banking  and  financial  services,  energy, 
telecommunications,  health  care,  transportation,  retail,  and  travel  and  leisure  industries. 

Geographic  Markets 

Approximately  55%  of  Perot  Systems’  1996  revenue  was  derived  from  the  U.S,  40%  from  Europe,  and  5%  from 
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Approximately  55%  of  Perot  Systems’  1996  revenue  was  derived  from  the  U.S,  40%  from  Europe,  and  5%  from 
Asia,  compared  to  70%  from  the  U.S.  and  30%  from  Europe  in  1995. 

Key  Products  and  Services 

Perot  Systems  provides  information  technology  and  business  transformation  services  to  customers  in  various 
markets.  Services  include: 

• Strategy 

• Change  management 

• Business  process  reengineering 

• Design  business  activities 

• Organizational  design 

• IS  design 

• Network  architecture 

• Application  architecture 

• Application  design 

• Functional  design 

• Technical  design 

• Systems  integration/migration 

• Systems  development 

• Implementation 

• Operations 

The  company  is  segmented  into  six  industry  groups  as  follows: 

• Global  Financial  Services 

• Healthcare  Industry  Group 

• Energy  Group 

• Communications  and  Media 

• Travel  and  Leisure  Industry  Group 

• Manufacturing  Industry  Group 


Global  Financial  Services  (GFS) 

Perot  Systems’  largest  industry  division,  Global  Financial  Services  (GFS)  headed  by  John  King,  provides  a range 
of  services,  including  software  development,  systems  integration,  integrated  consulting,  and  global  infrastructure 
management  through  offices  in  London,  New  York,  Chicago,  Zurich,  Hong  Kong,  Tokyo,  and  Singapore. 

GFS’s  mission  is  to  deliver  premier  technology-enabled  business  improvement  services  to  the  financial  services 
industry  worldwide. 

Healthcare  Industry  Group 

Perot  Systems’  Healthcare  Industry  Group,  headed  by  Joseph  E.  Boyd,  provides  services  to  health  care  enterprises 
that  are  refocusing  their  business  strategies.  Services  include: 

• Business  process  reengineering 

• Systems  integration 

• Product  development  and  design 

• Deployment  of  worldwide  networks 

• Facilities  management  and  outsourcing  services 

• Integrated  delivery  network  implementation 

• Collaborative  data  repository  and  data  warehouse  development 

• Managed  care  services 
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In  February  1997,  the  Healthcare  Indsutry  Group  introduced  its  Web-accessible  Healthcare  Solutions  Model  for 
integrated  health  care  networks,  which  uses  a suite  of  technologies  to  provide  enterprise-wide  access  to  critical 
health  care  data.  This  solution  translates  information  from  multiple  platforms,  delivering  it  in  real  time  via  a 
secure  EDI  transaction  pipeline  in  an  Internet-based  environment. 

Pricing  models  for  solutions  include  business  unit  pricing  on  per-member,  per-encounter,  and  per-transaction 
bases. 

Energy  Group 

The  Energy  Group,  headed  by  Ed  Smith,  provides  services  such  as  business  consulting,  technical  transformation, 
management  and  operations,  engineering,  marketing,  and  customer  services  to  clients  in  the  electricity,  gas,  and 
water  industries. 

This  group  works  with  clients  to  restructure  business  processes  to  meet  key  business  needs  and  to  maximize 
information  resources  and  personnel. 

Perot  .Systems  has  established  long-term  relationships  with  several  major  companies  in  the  industry,  including  a 
major  U.K.  regional  electric  company,  one  of  the  largest  U.S.  investor-owned  power  companies,  and  one  of  the 
largest  U.S.  power  and  water  municipal  utilities.  The  company  has  also  been  involved  in  the  U.K.’s  power 
industry  as  it  moves  to  a commercially  driven,  competitive  marketplace  from  the  government-owned  monopoly. 

Comm  unications  and  Media 

The  Communications  and  Media  Group,  headed  by  Susan  Walsh,  provides  services  to  telecommunications 
companies  worldwide  and  is  expanding  its  reach  to  include  companies  in  the  broadcast,  entertainment,  and 
publishing  industries.  This  group  specializes  in  business  strategy,  billing,  on-line,  and  customer  care  programs. 

Services  include  solutions  in: 

• Internet/intranet 

• Video  services 

• Digital  media/compression 

• Call  centers 

• Data  mining  and  data  warehousing 
Travei  and  Leisure  Industry  Group 

Perot  Systems’  Travel  and  Leisure  Industry  Group,  headed  by  Bill  Doody,  provides  services  to  clients  in  the 
following  areas: 

• Business  planning 

• Reservation  systems 

• Inventory  and  asset  management 

• Customer  service 

• Finance  and  billing 

• Communications 

• Quality  assurance 

This  group  specializes  in  helping  clients  better  serve  their  customers,  as  well  as  use  technology  and  customer  data 
to  improve  their  own  business. 

Manufacturing  Industry  Group 

The  Manufacturing  Industry  Group,  headed  by  Bob  Matanna,  provides  solutions  for  supply  chain  management, 
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The  Manufacturing  Industry  Group,  headed  by  Bob  Matanna,  provides  solutions  for  supply  chain  management, 
planning  and  scheduling,  order  management,  warehousing,  distribution,  production,  and  finance,  with  an 
increasing  emphasis  on  services  for  logistics  systems.  Services  provided  include  data  conversion,  quality 
assurance,  project  management,  and  process  reengineering. 

The  group  specializes  in  the  following  services: 

• Consulting 

• Implementation 

• Customization 

• Project  management  support 

• Data  migration 

• Legacy  systems  integration 

• Client  training 

Perot  Systems’  services  are  offered  through  essentially  four  types  of  contracts^  systems  integration;  data  center 
operation  and  management;  facilities  management;  and  risk/reward  partnerships  and  alliances. 


Contract  examples  include  the  following: 

• WinStar  Communications,  Inc.  awarded  Perot  Systems  a multiyear,  multimillion-dollar  contract  under 
which  the  companies  will  jointly  develop  a customized  "customer  satisfaction"  system  for  personalized 
billing  and  related  services  for  WinStar’s  clients. 

• Under  a risk/reward  contract  for  British  Telecom  in  the  U.K.,  Perot  Systems  assisted  in  the  development  of 
a customer  relationship  management  system  that  allows  the  sales  and  marketing  personnel  to  access  and 
analyze  customer  information. 

• For  AT&T,  Perot  Systems  assumed  overall  management  responsibility  for  the  quality  and  timeliness  of 
AT&T’s  development  of  a PC-based  application  called  Billing  Edge. 

• Under  a 10-year  outsourcing  contract  with  Cadillac  Plastic  Group  (CPG),  Perot  Systems  provides 
operational  control  and  management  of  all  data  processing,  telecommunication,  and  system  applications, 
as  well  as  management  consulting  services  for  CPG’s  business  operations.  Perot  Systems  is  also 
implementing  communications  technology,  including  automatic  number  identification,  interactive  voice 
response,  call  routing  and  queuing,  and  new  graphical  user  interfaces  for  customized  order  entry  and 
inventory  lookup  procedures  for  CPG’s  call  center. 

• For  Thrifty  Car  Rental,  Perot  Systems  developed  a reservations  interface  for  Thrifty’s  new  on-line 
reservation  system. 

• Under  a multi  year  business  transformation  contract  for  the  Los  Angeles  Department  of  Water  and  Power 
(LADWP),  Perot  Systems  is  working  with  the  LADWP  to  update  the  operations  and  organizational 
structure,  create  a customer-  and  business-focused  organization,  enhance  existing  products  and  services, 
and  identify  and  offer  new  products  and  services. 

• Perot  Systems  has  entered  into  an  outsourcing  contract  with  the  Tenet  Healthcare  Corporation,  in  which  it 
assumes  responsibility  for  network  and  data  center  operation,  applications  maintenance  and  enhancement, 
equipment  maintenance,  and  consulting. 

• For  Swiss  Bank  Corporation,  a global  banking  and  financial  services  firm,  Perot  Systems  manages  and 
supports  more  than  415  offices  throughout  Europe,  North  and  South  America,  and  Asia,  resulting  in  a 30% 
increase  in  customer  satisfaction  ratings. 

• For  NationsBank,  one  of  the  largest  banks  in  the  U.S.,  the  company  consolidate  the  IT  departments  of 
three  regional  banking  chains,  and  constructed  a consolidated  data  center  in  160  days,  resulting  in  a 
substantial  increase  in  productivity. 

• For  Barclays  Intermortgage,  one  of  Britain’s  largest  mortgage  lenders,  Perot  Systems  redesigned  and 
automated  core  business  functions,  implemented  a high-quality  customer-focused  letter  production  system, 
and  launched  an  integrated  image-enabled  workflow  system,  all  with  substantial  improvements  in 
productivity. 

The  company  provides  its  products  and  services  through  technical  competency  centers  comprised  of  small  groups 
of  software  professionals  with  expertise  in  the  following  areas: 

Business  process  automation 
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• Business  process  automation 

• Customer  relationship  management 

• Data  warehousing/data  mining 

• Internet/intranet 

• Networking 

• Total  system  management 

• Object  technology 

Internet  / Intranet  Competency  Center 

The  Cambridge  (MA)-based  competency  Center,  with  a satellite  office  in  London,  specializes  in  end-to-end 
Internet  services,  including  Web  server  design  and  deployment,  inter-enterprise  communications,  electronic 
communication  standards,  and  security. 

Some  completed  projects  include: 

• For  a major  client  in  the  healthcare  industry,  Perot  Systems  established  all  intranet  standards  and  is 
managing  the  deployment  of  Web  servers,  including  all  hardware,  operating  systems,  and  application 
standards. 

• For  a financial  services  client,  the  company  designed  and  deployed  one  of  the  largest  global  installations  of 
the  Lotus  Notes  Domino  Server  application  in  the  world. 

• For  itself,  Perot  Systems  defined,  implemented,  and  deployed  a self-service  employee  information  system 
global  intranet  application. 

Marketing  and  Sales 

Perot  Systems  markets  its  products  and  services  through  a direct  sales  force  and  through  joint  marketing 
agreements. 

Clients 

Perot  Systems  serves  clients  in  the  financial  services,  health  care,  energy,  travel  and  leisure,  telecon  munications, 
insurance,  and  manufacturing  industries. 

Some  of  Perot  Systems’  major  clients  include: 

• Swiss  Bank  Corporation 

• NationsBank 

• Europcar 

• Tenet  Healthcare 

• Los  Angeles  Department  of  Water  and  Power 

• East  Midlands  Electricity 

• Kelsey-Hayes 

Alliances 

Recent  alliances  include  the  following: 

In  April  1997,  Perot  Systems  and  Western  Pacific  Airlines,  Inc.  announced  a five-year,  $46  million  strategic 
services  affiance  under  which  Perot  Systems  will  deliver  an  integrated  suite  of  professional  services,  including 
business  consulting,  application  development,  and  Internet  services. 

In  April  1997,  InterTech  Information  Management,  Inc.  and  Perot  Systems  entered  into  an  agreement  to  resell 
DocuPACT,  InterTech’s  integrated  information  management  software  designed  and  created  for  Microsoft  Windows 
NT. 
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In  March  1997,  ValueRx,  a subsidiary  of  Value  Health,  Inc.,  and  Perot  Systems  entered  into  a five-year, 
multimillion-dollar  open  systems  outsourcing  agreement  covering  information  systems  for  ValueRx’s  mediation 
and  pharmacy  benefit  management  services. 

• Perot  Systems  will  provide  data  center  technical  support,  retail  systems  data  processing,  and  computer 
room  services  to  Value  Rx. 

• Perot  Systems  has  also  consolidated  ValueRx’s  systems  into  four  data  centers. 

In  February  1997,  Perot  Systems  and  Dallas  (TX)-based  S2  Systems,  Inc.  formed  a business  alliance  to  create 
seamless  integrated  solutions  for  the  health  care  industry. 

• The  Perot  Systems  Healthcare  Solutions  Model  will  provide  the  electronic  commerce  gateway  of  EDI 
services  supporting  transactions. 

• The  Healthcare  Solutions  Model  uses  S2  Systems’  software  to  create  a Web-accessible  processing 
environment  that  includes  transaction  switching,  translation  security,  and  connectivity  between  VANs,  the 
Internet,  intranets,  and  Perot  Systems  clients’  back-office  administrative,  clinical,  and  financial  systems. 

In  February  1997,  Physicians’  Online,  Inc.  (POL)  and  Perot  Systems  entered  into  an  agreement  to  jointly  develop 
an  electronic  communications  and  information  exchange  solution  for  integrated  health  networks  using  Internet 
and  intranet  technology. 

In  October  1996,  Sun  Microsystems  and  Perot  Systems  announced  plans  to  jointly  establish  two  competency 
centers  from  which  to  provide  Java-enabled  intranet  and  Internet  applications  for  distributed  enterprise  solutions. 

In  October  1996,  Citibank  selected  Perot  Systems  as  its  technology  provider  for  the  Travel  Agency  Commission 
Settlement  system,  the  lodging  industry’s  largest  provider  of  centralized  commission  programs.  Perot  Systems  will 
take  responsibility  for  customer  implementations,  operation  and  management  of  all  data  processing,  and  ongoing 
customer  support. 

In  September  1996,  Perot  Systems  and  SportsTrac,  Inc.  announced  a long-term  technology  partnership  to  provide 
SportsTrac.COM,  the  first  comprehensive,  Internet-based  recruiting  tool  for  college  athletes.  SportsTrac.COM  is 
an  on-line  database  providing  coaches  and  recruiters  with  nationwide  access  to  profiles  of  high  school  and  junior 
college  athletes. 

In  March  1996,  Perot  Systems  and  HCL  Corporation,  India’s  largest  integrated  information  technology  group, 
announced  a 50/50  joint  venture  targeting  the  Asia/Pacific  region  for  large-scale  outsourcing  and  systems 
integration  services,  as  well  as  business  transformation  solutions. 

• This  joint  venture  is  intended  to  expand  Perot  Systems’  global  presence  and  utilize  the  company’s  strength 
in  some  of  the  world’s  fastest  growing  markets  for  IT  services. 

• The  alliance  will  also  increase  Perot  Systems’  source  of  software  factory  services  for  its  customers. 

Competition 

Major  competitors  include  Electronic  Data  Systems  (EDS),  Computer  Sciences  Corporation  (CSC),  and  Andersen 
Consulting 

Assessment 

Perot  Systems  feels  that  its  major  strengths  include: 

• A customer-driven  approach  to  IT  services  that  is  flexible  and  creative 

• Implementation  expertise  through  aggressive  education  and  training  of  associates,  as  well  as  partnering 
agreements 

• Creative  partnership  and  risk-sharing  agreements 
Integrated  service  offerings 
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• Integrated  service  offerings 
Challenges  for  the  coming  year  include: 

• Globalization 

• Staying  ahead  of  the  technology  curve 

• Acquiring  talent 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.cpm 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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PictureTel  Corporation 


Neiv 

Search 


UPDATED: 

08/01/1996  Headquarters 

100  Minuteman  Road 
Andover,  MA  01810 
U.S. 

Phone:  Fax: 

(508)292-5000  (508)292-3300 

Company  Web  Site: 

http://www.picturetel.com 


Chairman/ 

Pres/CEO: 

Status: 

Employees: 

Revenue: 


Summary  Info 

Dr.  Norman  E Gaut 
Public 

1,250(12/1996) 

$ 482.5  mil 


Year  End 


Dec-1996 


Key  Points 


® PictureTel  offers  a complete  line  of  videoconferencing  solutions,  from  LAN  products  to  desktop  systems  to  high-end 
group  systems. 

<>  The  company  claims  to  have  5 1 % of  the  worldwide  market  share  of  videoconferencing  solutions,  with  more  than  25,000 
systems  installed. 

*>  In  June  1996,  PictureTel  acquired  exclusive  worldwide  rights  to  a standards-based,  software-only  analog 
videoconferencing  product  that  operates  over  traditional  telephone  lines. 

Company  Description 


PictureTel,  founded  in  1984,  develops,  manufactures,  markets,  and  services  visual  communications  systems  and  collaboration 
softwire  using  video  and  audio  compression  technology  that  permits  users  to  hold  face-to-face  meetings  at  a distance  via 
telepl  one  lines. 

Organization  and  Structure 


PictureTel  is  organized  into  the  following  units: 


« The  Enterprise  Systems  Group  markets  the  company's  videoconferencing  solutions  through  two  systems  divisions  as 
follows: 

- The  Group  Systems  Division  develops,  manufactures,  supports,  and  markets  two  group  videoconferencing  system 
product  lines-the  Performance  Family  and  the  Value  Family. 

- The  Personal  Systems  Division  provides  desktop  videoconferencing  systems. 

« The  Network  Systems  Division  provides  networking  solutions  that  enable  videoconferences  to  be  conducted 
simultaneously  across  multiple  sites. 

* The  Enterprise  Services  Division  offers  service,  planning  and  maintenance  programs  for  its  system  clients. 


PictuieTel  is  headquartered  in  Andover  (MA).  In  the  U.S.,  the  company  maintains  five  regional  sales  and  support  offices  and  18 
additional  branch  sales  and  support  offices  located  in  or  near  Boston  and  Waltham  (MA);  New  York  (NY);  East  Rutherford  (NJ); 
Stamford  (CT);  Washington,  D.C.;  Chicago  (IL);  Detroit  (MI);  Minneapolis  (MN);  Atlanta  (GA);  Dallas  and  Houston  (TX);  Los 
Angeles  and  San  Francisco  (CA);  St.  Louis  (MO);  Philadelphia,  Pittsburgh,  and  King  of  Prussia  (PA);  Denver  (CO);  Pompano 
Beach  (FL);  Seattle  (WA);  Phoenix  (AZ);  Kansas  City  (KS);  and  Cincinnati  (OH). 

Outside  the  U.S.,  PictureTel  has  operating  subsidiaries  in  the  U.K.,  Germany,  Switzerland,  Sweden,  Australia,  and  Japan. 
Additionally,  the  company  has  branch  offices  in  Canada,  France,  Hong  Kong,  the  People's  Republic  of  China,  and  Singapore. 


PictureTel's  key  executives  are  listed  below. 


PictureTel  Key  Executives 
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Name 

Title 

Chairman,  President,  CEO 

Dr.  Norman  E.  Gaut 

VP  and  CFO 

Les  B.  Strauss 

Domenic  J.  LaCava 

VP,  Enterprise  Systems 
Group 

Khoa  D.  Nguyen 

VP  and  CTO 

William  L.  Avery 

VP,  Network  Systems 
Division 

David  W.  Grainger 

VP,  Enterprise  Service 
Division 

Lawrence  M.  Bomstein 

VP,  Human  Resources 

Stephen  J.  Crummey 

VP,  Worldwide  Sales 

Rick  H.  Faulk 

VP,  Corporate  Marketing 

Company  Strategy 


PictureTel's  mission  is  as  follows: 

"Our  mission  is  to  provide  our  worldwide  customers  the  freedom  to  be  AnywhereNow  ™.  We  will  deliver  visual-based 
products  and  customer  support  services  such  that  individuals  and  groups  in  different  locations  can  work  together  productively 
and  naturally." 

The  company's  strategy  is  to  expand  and  support  an  enterprise-wide  family  of  videoconferencing  solutions  for  corporate,  small- 
office,  and  home-office  customers.  Elements  of  the  company's  strategy  include: 


• Continuing  to  concentrate  on  vertical  market  segments  in  health  care,  distance  learning,  government,  and  finance 

• Developing  new  products  using  its  core  technology 

• Exploring  the  opportunity-rich  global  Internet  environment 

• Forging  relationships  with  other  industry  leaders 

Financials 


PictureTel's  1995  revenue  reached  $346.7  million,  a 36%  increase  over  1994  revenue  of  $255.2  million.  Net  income  rose  329%, 
from  nearly  $4.6  million  in  1994  to  more  than  $19.6  million  in  1995. 

A five-year  financial  summary  follows: 


PictureTel  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 
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Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$346.7 

$255.2 

$176.3 

$141.4 

$78.0 

• Percent  change  from 

previous  year 

36% 

45% 

25% 

81% 

N/A 

Income  before  taxes 

$27.5 

$6.9 

$11.4 

$13.3 

$6.8 

• Percent  change  from 

previous  year 

296% 

(39%) 

(14%) 

96% 

N/A 

Net  income 

$19.6 

$4.6 

$8.4 

$10.6 

$6.0 

• Percent  change  from 
previous  year 

329% 

(46%) 

(a) 

(21%) 

(b) 

79% 

(b) 

N/A 

Earnings  per  share 

$0.56 

$0.15 

$0.27 

$0.33 

$0.21 

• Percent  change  from 

previous  year 

73% 

(44%) 

(18%) 

57% 

N/A 

(a)  Includes  $1.0  million  from  a change  in  the  method  of  accounting. 

(b)  Includes  an  extraordinary  credit  of  approximately  $2.3  million  in  1992  and  $1.9  million  in  1991  related  to  a tax  benefit  from 
net  operating  loss  carryforwards. 


Revenue  growth  in  1 995  was  primarily  a result  of  increased  videoconferencing  system  unit  shipments.  This  growth  was  partially 
offset  by  a reduction  in  the  average  selling  price  of  videoconferencing  systems  resulting  from  a shift  toward  lower  priced 
models,  especially  in  the  personal  desktop  products,  as  well  as  a shift  in  the  distribution  channel  mix,  with  approximately  67%  of 
reven  je  now  coming  from  indirect  channels. 

Resea  rch  and  development  expenses  were  approximately  13%,  15%,  and  17%  of  revenue  for  1995,  1994,  and  1997,  respectively. 

Revenue  Analysis  by  Product/Service 

Approximately  85%  of  PictureTel's  1995  revenue  was  from  videoconferencing  system  sales. 

< Sales  of  group  and  desktop  videoconferencing  products  accounted  for  70%  and  1 5%,  respectively,  of  revei  me  for  1 995, 
compared  with  76%  and  9%,  respectively,  for  1994. 

«■  The  remaining  1 5%  of  1 995  revenue  was  derived  primarily  from  maintenance  services,  licensing/development 
agreements,  and  the  ale  of  standalone  codecs  and  video  modems. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30,  1996  reached  $221 . 1 million,  a 43%  increase  over  $154.6  million  for  the  same 
period  in  1995.  Net  income  reached  $16  million,  compared  to  $7.3  million  for  the  same  period  a year  ago. 

Market  Financials 


PictureTel  markets  its  videoconferencing  systems  principally  to  the  Fortune/Service  500.  These  large  companies  typically  have 
multiple  locations  in  the  U.S.  as  well  as  internationally  and  typically  specify  a single  vendor  to  supply  equipment  on  a 
worldwide  basis. 

The  company  has  clients  in  the  discrete  and  process  manufacturing,  banking  and  finance,  transportation,  insurance,  health  care, 
software,  publishing,  education,  automotive,  pharmaceutical,  consulting,  advertising,  petroleum,  and  many  other  industries. 

Geographic  Markets 
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Approximately  57%  of  PictureTel's  1995  revenue  was  derived  from  the  U.S.  (excluding  export  sales)  and  43%  from  international 
markets. 


A three-year  geographic  source  of  revenue  summary  follows: 


PictureTel  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S.  (a) 

$231.7 

67% 

$164.2 

64% 

$133.7 

76% 

Europe 

79.0 

23% 

62.9 

25% 

28.4 

16% 

Asia/Pacific 

36.0 

10% 

28.1 

11% 

14.2 

8% 

Total 

$346.7 

100% 

$255.2 

100% 

$176.3 

100% 

(a)  Includes  export  revenue  from  the  U.S.  of  approximately  $33  million  in  1995,  $17.1  million  in  1994,  and  $26.1  million  in 
1993. 

Acquisitions 


In  June  1996,  PictureTel  acquired  the  exclusive  worldwide  rights  to  a standards-based,  software-only  H.324  videoconferencing 
product  developed  by  Vivo  Software,  Inc. 


• This  product,  which  is  targeted  to  the  consumer  and  small-office  markets,  turns  multimedia  PCs  into  videophones  that 
use  the  same  analog  telephone  lines  present  in  every  home  and  business. 

• PictureTel  is  working  to  forge  OEM  agreements  with  leading  PC  and  modem  manufacturers  who  will  bundle  this 
technology  with  their  products. 

Employees 


As  of  December  3 1 , 1995,  PictureTel  had  1,182  employees,  segmented  as  follows: 


Sales,  marketing,  and 

customer  support 562 

Product  development  and 

engineering 323 

Manufacturing 134 

Administration  and  finance 163 


1,182 


The  company  currently  has  approximately  1,250  employees. 

Key  Products  and  Services 


Group  Systems 

PictureTel's  group  videoconferencing  systems  consist  of  five  basic  modules  or  components: 


• An  electronics  module,  including  audio  and  video  subsystems 

• A camera 

• A display  monitor 

• A user  interface 

• A WAN  interface 
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The  Performance  Family  is  PictureTel's  premier  line  of  products  and  includes  the 
S-4000ZX  and  the  Concorde  4500  products. 

• The  S-4000ZX  list  prices  range  from  $30,000  to  $50,000+  fully  configured. 

• The  Concorde  4500  system,  introduced  in  April  1995,  is  for  companies  with  complex,  global  corporate  requirements. 


The  Value  Family  is  PictureTel's  product  line  for  price-sensitive  users  and  includes  the  Venue  2000  products. 


• The  Venue  2000,  PictureTel's  second-generation  Value  system,  was  introduced  in  April  1995. 

• List  prices  range  from  $13,000  to  more  than  $30,000  fully  configured. 

PictureTel  REMOTE™,  introduced  in  July  1996,  is  a Windows-based,  software-only  tool  that  enables  service  providers 
remotely  to  administer,  reconfigure,  view  or  edit  a group  videoconferencing  system  configuration. 

Personal  Systems 

PictureTel  Livel  00,  introduced  in  July  1 993,  is  a personal  videoconferencing  system  designed  for  use  with  a PC  under  Windows 
3.1.  It  is  the  high-end  member  of  the  PictureTel  Live  product  family,  offering  greater  flexibility  in  terms  of  network  support  and 
expansion  options.  It  lists  for  $4,995. 

PictureTel  Live50,  announced  in  January  1995,  offers  a more  affordable  solution  for  ISDN  networks.  The  product  runs  under 
Windows  3.1.  The  list  price  ranges  from  $2,995  to  $3,495. 

The  L.ive200i  videoconferencing  product,  introduced  in  October  1995,  runs  using  Microsoft  Windows  95.  It  consists  of  an 
audio'video  board,  camera,  headset,  and  software.  The  product  lists  for  $1,995. 

PictureTel  Live200p,  announced  in  the  second  quarter  of  1996,  is  a low-priced,  standards-based  system  for  PCs  running 
Windows  95.  It  has  a U.S.  list  price  of  $ 1 ,495. 

The  I.iveLAN  family  of  products  supports  the  LAN  market.  List  prices  for  these  products  start  at  $249. 


LiveManager  provides  network  managers  with  the  tools  to  implement  audio  and  videoconferencing  successfully  based  on 
indiv  dual  network  configurations  and  capacities. 

LiveS. hare  collaboration  software  with  application  sharing,  shipped  in  July  1994,  allows  users  to  share  files  and  interact  on  an 
application  during  a videoconference. 

Deve  oper's  Toolkit  is  a set  of  software  components  designed  to  give  programmers  access  to  major  functions  for  se  t-up  and 
control  of  video,  audio,  windowing,  data  transfer,  configuration,  and  network  communications  onto  the  desktop. 

Netn  ork  Systems 

The  Network  Systems  Division  joins  together  the  company's  videoconferencing  systems  products  into  a company- vide  or 
enterprise  solution.  Multipoint  bridges  and  reservation  and  management  systems  software  are  the  major  revenue  so  urces  for  the 
division. 


The  division's  products  deliver  functionality  that  is  shared  among  distributed  videoconferencing  systems  throughout  a network. 
Multipoint  bridges  enable  videoconferences  with  more  than  two  sites.  Reservation  and  management  systems  allow  conference 
rooms,  bridging  resources,  and  network  facilities  to  be  scheduled  and  managed  in  advance  of  upcoming  meetings  by  anyone, 
right  from  the  PC.  Products  include  the  following: 


• The  Montage  Conferencing  Server  product  line,  launched  in  April  1995,  is  PictureTel's  third-generation  multipoint 
bridge.  The  smallest  Montage  supports  eight  sites  in  a multipoint  conference  for  approximately  $64,000  list  price.  The 
largest  Montage  systems  support  up  to  48  sites  in  a single  conference  or  any  combination  of  conferences  up  to  a total  of 
48  sites. 

<*  Prism  brings  a new  level  of  reliability  and  ease  of  use  to  multipoint  conferencing  while  setting  a new  standard  in 
price/performance.  Launched  in  July  1996,  Prism  sells  for  just  under  $20,000. 

* LiveScheduler  is  a scheduling  and  reservation  system  that  uses  a client/server  architecture.  Its  database,  automatic 
control  mechanisms  for  other  network  devices,  reporting  systems,  and  management  capabilities  are  all  run  by  a central 
server.  Users  access  the  functions  and  capabilities  through  clients  or  a small  Windows-based  application  resident  on 
their  PC.  LiveScheduler  can  also  automatically  set  up  a videoconference  by  provisioning  the  proper  network  and  dialing 
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up  the  phone  numbers  of  each  site  to  be  connected. 

Options  and  Peripherals 

The  group  and  personal  system  videoconferencing  products  are  available  with  a number  of  software  and  hardware  options. 
Support  Services 

PictureTel  offers  the  following  support  services  to  its  system  clients: 


• Managed  Services  assist  companies  running  multipoint  conferences. 

• Integration  Services  offer  customized  planning,  integration,  and  project  management. 

• Educational  Services  provide  training  for  users. 

• Bridging  Plus  is  a single  point  of  control  for  worldwide  bridging,  installs,  maintains,  and  manages  multipoint  bridges 
and  conferences  for  corporate  customers. 

Clients 


PictureTel  has  more  than  4,000  customers  worldwide,  including  3Com,  Arizona  State  University,  Andersen  Consulting,  Bank  of 
Boston,  Bankers  Trust,  Bell  Atlantic,  Chevron,  Deere  & Company,  EMI  Records,  Estee  Lauder  Companies,  Federal  Express, 
Ford  Motor  Co.,  Goldman  Sachs,  IBM,  Laura  Ashley,  Lotus,  Mellon  Bank,  Metropolitan  Life,  Monsanto,  N.E.  Medical  Center, 
N.Y.  Power  Authority,  Northern  Telecom,  Novell,  Oracle  Corporation,  Owens  Coming,  Raytheon,  Readers  Digest,  Shell  Oil, 
Stanford  University,  United  Technologies,  and  Viacom. 

Marketing  and  Sales 


PictureTel  and  its  wholly  owned  subsidiaries  distribute  the  company's  products  worldwide  through  direct  sales  and  indirect 
channels  of  distribution.  During  1995,  approximately  33%  of  worldwide  product  revenue  came  from  direct  selling  activities  and 
67%  from  indirect  sales  channels. 

U.S.  Sales— Indirect  Channels 

To  address  the  market  below  the  Fortune/Service  500  and  expand  the  company's  presence  in  the  Fortune/Service  500  market, 
PictureTel  has  increased  the  number  of  telecommunication  equipment  distributors,  regional  Bell  operating  companies  (RBOCs), 
and  value-added  resellers  who  distribute  the  company's  products. 


• Telecom  distributors,  or  interconnects,  act  as  dealers  for  PictureTel  and  typically  distribute  other  communications 
equipment  such  as  PBX  systems,  voice  processing  equipment,  and  multiplexers,  as  well  as  network  services,  to  large, 
medium,  and  small  companies. 

• RBOCs  typically  sell  third-party-manufactured  systems  that  leverage  the  use  of  their  switched  and  dedicated  network 
services. 

• PictureTel  offers  an  applications  developer  program  whereby  it  sells  its  VM-400  Video  Modem  and  Developer's  Toolkit 
to  developers,  VARs,  OEMs,  and  systems  integrators.  Using  PictureTel's  visual  communications  technology,  developers 
can  write  applications  to  provide  products  for  vertical  markets  such  as  distance  learning,  telemedicine,  and  remote 
interviewing. 

• With  the  introduction  of  the  PictureTel  Live,  PCS  100,  PCS  50,  and  PCS  200i  products,  PictureTel  continues  to  develop 
relationships  with  established  PC  distributors  and  resellers. 

U.S.  Sales— Direct  Sales 

PictureTel  directly  markets  its  videoconferencing  systems  principally  to  the  Fortune/Service  500  through  five  regional  sales  and 
support  offices  and  1 8 additional  branch  sales  and  support  offices. 


PictureTel's  direct  selling  activities  have  been  assisted  by  its  comarketing  arrangements  with  major  long-distance  carriers. 

International  Distribution 

Outside  of  the  U.S.,  PictureTel's  products  are  marketed  through  a network  of  foreign  distributors  and  PictureTel  foreign 
subsidiaries. 
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Agreements  with  foreign  distributors  provide  for  pricing,  volume  discounts,  order  lead  times,  a specific  geographic  territory,  and 
other  terms  and  conditions  and  are  typically  of  terms  of  one  to  three  years  with  options  to  extend. 

Distributors 

PictureTel  distributors  include  Alcatel,  AT&T,  BT,  D&H  Distributing,  EGT  France  Telecom,  IBM  Europe  Multimedia  Group 
and  PC  Company,  GTE,  CompuCom,  Inacom,  Intellicom,  Ingram  Micro  Inc.,  Sprint,  U S WEST,  Deutsche  Bundespost 
Telekom,  PTT  Telecom  Netherlands,  Siemens,  Otsuka  Shokai,  Sanyo,  and  Toshiba. 

Alliances 


PictureTel  has  strategic  partnerships  with  a number  of  PC  and  telecommunications  industry  players,  including: 

• AT&T 

• BT 

• Compaq  Computer  Corp. 

• IBM 

• Microsoft 
O MCI 

O NTT 
® 3Com 

• Zenith  Data  Systems 

Competition 


In  the  high-bandwidth-transmission  (384  kpbs  to  2.048  mbps)  videoconferencing  market,  competitors  include  BT,  Compression 
Laboratories,  NEC,  and  GEC  Plessey  Telecommunications. 


Low-bandwidth  videoconferencing  competitors  in  the  U.S.  include  Compression  Laboratories,  VTEL  Corporation,  and  Intel 
Corporation.  Outside  the  U.S.,  competitors  include  GPT,  Philips  Kommunikations  Industries  AG,  Vista  Communications 
Instruments,  Tandbergy  Telecom  AS,  Mitsubishi  Ltd.,  NEC,  Hitachi,  Sony  Corporation,  Fujitsu  Ltd.,  and  Panasonic. 


In  the  personal  visual  communications  segment,  current  competitors  include  Intel,  Creative  Labs,  and  Netscape. 

Assessment 


PictureTel  considers  its  strengths  to  include: 


*>  A global  distribution  network  for  its  products  and  services,  with  direct  sales  offices  in  major  world  cities  along  with  a 
worldwide  roster  of  distribution  partners 

« A leading  presence  in  both  group  and  personal  videoconferencing  systems,  with  the  ability  to  provide  an  enterprise-wide 
videoconferencing  solution 

• Quality  service  and  support 

• Acting  as  a leading  driver  of  videoconferencing  standards,  including  H.320  and  T.120 

• A singular  focus  on  videoconferencing 


Challenges  over  the  coming  year  include: 

• Continuing  market  expansion  (less  than  0.1%  penetration  currently) 

• Developing  new  solutions  for  LANs,  WANs,  and  the  Internet 

• Managing  growth 

• Competition  at  the  low  end  of  the  market 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

03/01/1996 


Headquarters 


195  Technology  Drive 
Irvine,  CA  92718-2402 
U.S. 

Phone:  Fax: 

(714)453-4000  (714)453-4091 


Summary  Info 

Carmelo  Santoro 
L.  George  Klaus 
Private 


Chairman: 

President: 

Status: 

Employees: 

Revenue: 


333  (06/1996) 
$ 40.5  mil 


Year  End 


Jun-1996 


Key  Points 


• Platinum  Software  Corporation  is  a provider  of  flexible,  high-performance  client/server  financial  accounting 
applications. 

• In  February  1 996,  Platinum  announced  the  appointment  of  L.  George  Klaus  as  its  new  chief  executive  officer  and 
president.  Klaus  has  a history  of  rebuilding  the  corporate  stability  of  high  technology  companies,  including  Frame 
Technology,  Cadence  Design  Systems/VALID  and  Hughes  LAN  Systems. 

• In  February  1 996,  the  company  announced  that  it  had  eliminated  approximately  60  positions  (15%  of  its  workforce)  in 
an  effort  to  further  reduce  expenses. 

• During  the  second  quarter  of  fiscal  1996,  the  company  announced  it  would  no  longer  be  actively  marketing  the 
Platinum®  SQL  Enterprise  product  that  ran  on  the  Sybase  database  and  UNIX  operating  system. 

« In  October  1 995,  the  company  discontinued  its  direct  sales  force  and  instituted  a two-tiered,  indirect  distribution  system. 

Company  Description 


Platinum,  founded  in  1984,  designs,  develops,  markets  and  supports  an  integrated  family  of  financial  management  ioftware 
products. 

The  c tmpany's  core  product  line,  the  Platinum  Series,  was  the  first  financial  accounting  software  product  designed  for  LAN- 
based  environments.  In  1 992,  Platinum  released  SeQueL  to  Platinum®,  the  first  financial  accounting  product  desig  ted  for 
client  server  computing. 

Platinum  made  its  initial  stock  offering  in  October  1992.  In  fiscal  1995,  it  completed  two  private  placement  stock  offerings  to 
ventu  -e  capital  investors,  raising  $32  million. 

* In  May  1995,  the  company  issued  0.23  million  shares  of  newly  created  preferred  stock  for  $1 8.2  million. 

« In  September  1994,  the  company  issued  2.5  million  shares  of  newly  created  preferred  stock  for  $13.8  million. 

Structure  and  Operations 


Headquartered  in  Irvine  (CA),  Platinum  has  domestic  sales  offices  in  Atlanta,  Boston,  Chicago,  Dallas,  Orange  County  (CA), 
New  ’fork,  San  Francisco,  Seattle,  and  Washington  D.C.  International  sales  offices  are  located  in  Toronto  and  Calgary  (Canada), 
Auckland  (New  Zealand),  London  (U.K.),  Sydney  and  Melbourne  (Australia),  and  Kuala  Lumpur  (Malaysia). 


Platinum  has  six  international  operating  subsidiaries:  Platinum  Software  Canada,  Ltd.,  Platinum  Software  (Australia)  Pty. 
Limited,  Platinum  Software  (New  Zealand)  Limited,  Platinum  Software  (U.K.)  Limited,  Platinum  Software  (Ireland)  Limited, 
and  Platinum  Software  Corporation  Sdn. 

Company  Strategy 


As  a result  of  change  in  management,  the  company  is  currently  redefining  its  strategies. 
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Financials 


Platinum's  fiscal  1995  revenue  reached  $56.2  million,  a 5%  increase  over  fiscal  1994  revenue  of  $53.4  million.  The  company 
recorded  net  losses  of  $5.7  million  in  fiscal  1995,  as  compared  to  losses  of  $59.3  million  in  fiscal  1994. 


In  the  five-year  financial  summary  shown  on  the  following  page,  figures  for  fiscal  1994,  1993,  and  1992  are  restated  to  reflect 
the  restructuring  of  Platinum's  business  operation.  These  include  revisions  in  revenue  recognition,  changes  in  the  accounting 
treatment  for  several  acquisitions  made  in  fiscal  1 993  and  the  second  quarter  of  fiscal  1 994,  and  other  accounting  corrections  and 
adjustments. 


Software  development  expenditures  were  approximately  $17.3  million  (31%  of  revenue)  in  1995,  compared  to  $21.9  million 
(41%  of  revenue)  in  1994  and  $7.3  million  (26%  of  revenue)  in  1993. 


Platinum  Software  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

6/95 

6/94(a) 

6/93(a) 

6/92(a) 

6/91 

Revenue 

$56.2 

$53.4 

$28.1 

$15.0 

$11.1 

• Percent  change  from 
previous  year 

5% 

90% 

87% 

35% 

25% 

Income  (loss)  before  taxes 

($5.7) 

($59.3) 

($17.2) 

$0.4 

$0.2 

• Percent  change 
from  previous  year 

90% 

(245%) 

* 

100% 

100% 

Net  income  (loss) 

($5.7) 

($59.5) 

($17.2) 

$0.3 

$0.2 

• Percent  change  from 
previous  year 

90% 

(246%) 

* 

50% 

100% 

Earnings  (loss)  per  share 

($0.44) 

($4.80) 

($1.68) 

$0.04 

$0.04 

• Percent  change  from 
previous  year 

91% 

(186%) 

* 

100% 

* Percent  change  greater  than  1,000%. 

(a)  Restated  financial  results  reflect  accounting  changes  pertaining  to  license  revenue  recognition  and  treatment  of  several 
acquisitions  made  during  fiscal  1993  and  the  second  quarter  of fiscal  1994. 


Revenue  Analysis  by  Product  Line: 

Approximately  64%  of  Platinum's  fiscal  1995  revenue  was  derived  from  software  products,  21%  from  professional  services, 
14%  from  support  services,  and  1%  from  royalty  income. 

In  the  three-year  source  of  revenue  summary  shown  on  the  following  page,  figures  prior  to  fiscal  1995  are  restated  to  reflect  the 
restructuring  of  Platinum's  business  operations. 

Revenue  from  software  product  license  fees  rose  to  $35.7  million  in  fiscal  1995,  a 19%  increase  over  license  revenue  of  $30 
million  in  fiscal  1994.  This  growth  was  attributed  to: 

• An  increased  number  of  modules  of  Platinum  SQL  Enterprise,  resulting  in  approximately  $11.1  million  in  sales  of  that 
product  line  compared  to  $9.3  million  for  the  line  in  fiscal  1 994 
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• Revenue  of  $3.2  million  generated  from  the  company's  Platinum  SQL  NT  product  line,  released  in  December  1994 

• Previously  deferred  license  revenue  of  $8.5  million,  as  part  of  a fiscal  1 994  restructuring 

Licenses  of  the  DOS-based  Platinum  applications  comprised  50%,  28%,  and  16%  of  total  revenue  in  fiscal  years  1993,  1994,  and 
1 995,  respectively. 


Platinum  Software  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94  (a) 

6/93  (a) 

Products/Services 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

License  fees 

$35.7 

64% 

$30.0 

56% 

$17.4 

62% 

Consulting  and  professional  services 

11.5 

21% 

11.0 

20% 

2.4 

8% 

Support  services 

8.5 

14% 

5.7 

11% 

2.6 

10% 

Business  forms  sales 

— 

6.7 

13% 

5.7 

20% 

Royalty  income 

0.5 

1% 

— 

.... 

— 

— 

Total 

$56.2 

100% 

$53.4 

100% 

$28.1 

100% 

(a)  Restated  financial  results 


Consulting  and  professional  services  revenue  rose  25%,  from  $8.4  in  fiscal  1994  to  $10.8  million  in  fiscal  1995,  excluding 
revenue  from  certain  custom  software  development  operations  that  were  sold  in  1994.  This  increase  was  primarily  attributed  to 
an  increase  in  software  implementation  services  related  to  Platinum  SQL  Enterprise  licenses. 

Revenue  from  support  services  increased  approximately  47%  from  fiscal  1994  revenue  of  $5.7  million  to  $8.4  million  in  fiscal 
1995.  This  growth  was  credited  to  an  overall  rise  in  the  installed  base  of  the  Platinum  SQL  Enterprise  product  line. 

Inter  im  Results 

Platinum's  revenue  for  the  six  months  ending  December  31,1 995  was  $22.8  million,  a decrease  of  1 8%  from  revenue  of  $27.9 
million  for  the  same  period  in  1 994..  Net  losses  were  $ 1 5.4  million,  compared  to  net  losses  of  $2.8  million  for  the  ; ame  period  a 
year  ago. 


» Revenue  declines  were  attributed  primarily  to  the  decline  in  licensing  revenue  from  the  company's  Platinum  SQL 
Enterprise  product  during  the  period. 

t During  the  second  quarter  of  fiscal  1 996,  the  company  recorded  a restructuring  charge  of  $5.6  million  relat  ed  to  the 
elimination  of  the  direct  sales  force  and  the  elimination  of  the  Platinum  SQL  Enterprise  product  that  ran  on  the  Sybase 
database  and  UNIX  system. 

Market  Financials 


Platinum  markets  its  products  to  three  target  segments  of  the  client/server  financial  accounting  software  market:  the  enterprise 
segment,  the  middle  market  segment  (companies  with  revenue  of  $50milliion  to  $500  million),  and  the  LAN  segment. 

The  company  markets  its  software  products  to  a range  of  industries,  such  as  banking,  financial  services,  technology, 
telecommunications,  retail,  manufacturing,  and  entertainment. 

Geographic  Markets 


Platinum's  U.S.  revenue  for  fiscal  1995  was  $38.3  million,  virtually  unchanged  from  the  prior  year.  As  a percentage;  of  total 
revenue,  U.S.  revenue  continued  a downward  trend,  representing  68%  of  total  revenue  in  fiscal  1995,  compared  to  72%  in  fiscal 
1 994  and  73%  in  fiscal  1993. 

In  the  three-year  geographic  source  of  revenue  summary  that  follows,  figures  prior  to  fiscal  1 995  are  restated  to  reflect  the 
restructuring  of  Platinum's  business  operations. 
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International  license  revenue  increased  from  $9.7  million  in  fiscal  1994  to  $1 1 .0  million  in  fiscal  1995.  This  increase  was  a result 
of  the  increased  sales  of  Platinum  SQL  Enterprise  and  of  the  Platinum  DOS-based  product  in  Asia/Pacific  markets. 


Revenue  from  Australasia  has  risen  to  $8.8  million  in  fiscal  1995,  as  compared  to  $6.8  million  in  fiscal  1994.  Australasia 
revenue  has  continued  to  increase  as  a percentage  of  total  revenue,  from  1 1%  in  fiscal  1993  to  13%  and  16%  in  fiscal  1994  and 
fiscal  1 995,  respectively. 


Platinum  Software  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94(a) 

6/93  (a) 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

United  States 

$38.3 

68% 

$38.3 

72% 

$20.4 

73% 

Australasia 

8.8 

16% 

6.8 

13% 

3.0 

11% 

Europe 

5.2 

9% 

4.1 

7% 

2.4 

9% 

Canada 

3.4 

6% 

2.7 

5% 

1.0 

3% 

Latin  America 

0.5 

1% 

1.4 

3% 

1.3 

4% 

Total 

$56.2 

100% 

$53.3 

100% 

$28.1 

100% 

(a)  Restated  financial  results. 


Acquisitions/Divestitures 


In  May  1994,  Platinum  announced  a restructuring  of  its  business  operations,  including  plans  to  sell  certain  operations  and  non- 
core software  products  in  order  to  reduce  operating  expenses.  During  the  fourth  quarter  of  fiscal  1 994,  the  company  recorded 
charges  of  $6.7  million  related  to  the  restructuring. 


Business  operations  and  product  lines  sold  as  a result  of  the  restructuring  efforts  include: 


• Platinum's  Latin  American  operation,  sold  in  June  1 994  to  a newly  formed  company.  The  new  company  has  an 
exclusive  Latin  American  distribution  agreement  allowing  the  sale  of  Platinum's  products. 

• Platinum's  business  forms  division,  Altec  Products,  Inc.,  was  sold  in  1994.  Platinum  entered  into  a marketing  agreement 
with  the  purchaser  whereby  it  is  granted  exclusive  rights  to  distribute  business  forms  for  use  with  Platinum's  software 
products. 

• In  June  1994,  the  company  also  sold  its  EDI  and  SeQueL  Cost  Management  product  lines.  Platinum  retains  the  right  to 
distribute  such  products  to  its  customers. 

• Platinum's  FRx  financial  report  writer  software  product  was  transferred  to  a newly  formed  company  in  July  1 994,  and 
Platinum  retains  a minority  interest.  Platinum  retained  the  right  to  develop  and  market  the  FRx  product  as  part  of  its  own 
product  line. 

• Platinum  sold  its  custom  software  development  business  to  Perot  Systems  Corporation  in  August  1 994.  The  companies 
entered  into  a joint  marketing  and  distribution  agreement  whereby  Perot  became  the  preferred  provider  of  custom 
software  development  services  for  the  Platinum  SQL  Enterprise  product  line  in  the  U.S.,  Canada,  and  the  U.K. 

• In  November  1994,  the  company  sold  its  Platinum  Advanced  Manufacturing  System  software  and  related  manufacturing 
software  applications,  retaining  limited  distribution  rights  to  the  Platinum  Advance  Manufacturing  System  software. 

• In  March  1 995,  Platinum  sold  its  Access  to  Platinum  product  line  to  an  undisclosed  third  party. 

Employees 


As  of  June  1995,  Platinum  had  496  full-time  employees,  segmented  as  follows: 


Marketing 42 

Sales 82 

Product  development 144 

Support  services 80 

Professional  services 82 

Finance  and  administration 66 
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496 


The  company  currently  has  252  employees  in  the  U.S. 

Key  Products  and  Services 


Software 

Platinum's  software  products  are  organized  in  three  product  lines— Platinum  for  Windows,  Platinum  SQL  Enterprise  (formerly 
named  SeQueL  to  Platinum)  and  Platinum  SQL  NT.  In  addition,  Platinum  sells  and  supports  Platinum-DOS  software  products, 
including  its  Platinum  Premier  Financial  Applications. 

Platinum  for  Windows  and  Platinum-DOS 

Platinum  for  Windows,  introduced  in  June  1 995,  is  a Windows-based  client/server  financial  accounting  software  package  for 
small  to  medium-sized  companies  with  PC-based  LANs. 

• Platinum  for  Windows  is  the  next  generation  of  the  company's  Platinum-DOS-based  and  Platinum  Premier  accounting 
applications. 

• Upgrading  from  existing  LAN-based  environments  allows  for  transitioning  to  client/server  computing. 

• Windows  and  DOS  concurrency  enables  DOS  customers  to  migrate  to  the  Windows  environment  without  requiring  data 
conversion. 


Platinum  for  Windows  modules  include:  Premier  Ledger  with  Platinum  FRx,  Premier  Consolidations,  Premier  Currency 
Translation,  Premier  Inter-Company  Processing,  Foreign  Currency  Manager,  System  Manager,  General  Ledger,  and  Bank  Book. 
The  company  has  recently  completed  and  released  its  core  accounting  modules  for  the  Platinum  for  Windows  product  line 
(Accounts  Receivable  and  Accounts  Payable,  Purchase  Order,  Order  Entry,  and  Inventory  modules). 

The  company  also  sells  and  supports  its  Platinum-DOS-based  integrated  financial  software  applications,  introduced  in  June 
1985.  The  core  Platinum-DOS-based  accounting  modules  include  General  Ledger,  Accounts  Receivable,  Accounts  Payable, 
Inventory,  Order  Entry,  and  Consolidations.  Platinum  Premier  Financial  Applications  are  offered  for  larger  customers. 

Platinum  SQL  Enterprise 

Platirum  SQL  Enterprise,  formerly  named  SeQueL  to  Platinum,  is  a client/server  financial  and  management  information 
software  application. 


» Its  current  release  operates  on  the  Windows  NT  server  platform. 

i*  The  following  modules  are  currently  available:  General  Ledger  with  Platinum  FRx  and  System  Manager,  Multi- 

Currency  Manager,  Accounts  Receivable,  Accounts  Payable,  Tools,  Inventory  Control,  Cash  Management,  Order  Entry, 
Publisher,  Purchase  Order,  and  Asset  Management. 

In  late  1995,  management  announced  its  intent  to  no  longer  actively  market  the  Platinum  SQL  Enterprise  versions  that  ran  on  the 
Sybase  database  and  UNIX  operating  system. 

Platinum  SQL  NT 

Platinum  SQL  NT,  introduced  in  December  1994,  is  a client/server  financial  accounting  software  application  designed  for 
medium-sized  companies  and  divisions  of  larger  corporations.  It  is  designed  exclusively  for  the  Microsoft  Windows  NT  server 
platform. 


Some  of  the  new  features  of  the  Platinum  SQL  NT  include  financial  alerts  via  E-mail  and  tight  integration  with  Microsoft  Office. 


All  core  accounting  modules  of  Platinum  SQL  NT  are  available,  including:  General  Ledger  with  Platinum  FRx  and  System 
Manager,  Multi-Currency  Manager,  Accounts  Receivable,  Accounts  Payable,  Tools,  Inventory  Control,  Cash  Management, 
Order  Entry,  Publisher,  and  Purchase  Order  and  Asset  Management. 

Other  Products 

Platinum  also  offers  a line  of  integration  kits  and  database  products  that  support  its  Platinum  for  Windows  and  Platinum-DOS- 
based  line  of  software  products.  It  licenses  these  products  to  its  authorized  dealers,  distributors,  consultants,  and  end  users. 
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based  line  of  software  products.  It  licenses  these  products  to  its  authorized  dealers,  distributors,  consultants,  and  end  users. 


Platinum  also  serves  as  an  OEM  vendor  for  certain  third-party  software  applications. 

Professional  Services 

Platinum's  professional  services  division,  formed  in  July  1992,  provides  consulting  services  to  customers  in  the  design  and 
implementation  of  the  company's  software  products,  as  well  as  education,  training,  and  other  services. 

The  professional  services  division  functions  in  domestic  and  international  markets  and  primarily  focuses  on  larger  corporate 
accounts. 

With  the  new  indirect  product  distribution  system,  this  division  is  now  providing  formal  training  to  dealers  and  distributors 
selling  and  supporting  the  Platinum  SQL  NT  product. 

Technical  Support  and  Software  Maintenance 

Platinum  provides  technical  support  through  telephone,  E-mail  and  facsimile  support,  and  an  electronic  bulletin  board  via 
CompuServe. 

Telephone  support  is  available  24  hours  a day,  five  days  a week,  via  three  support  centers  in  Dublin  (Ireland),  Sydney 
(Australia),  and  Irvine  (CA). 

Comprehensive  training,  telephone  consultation,  and  product  support  is  provided  for  all  the  company's  authorized  dealers, 
distributors,  and  consultants  in  order  to  maximize  customer  satisfaction. 

Marketing  and  Sales 


In  October  1995,  Platinum  announced  its  intent  to  discontinue  its  direct  sales  force  and  focus  product  distribution  through  third- 
party  VARs  (value-added  resellers). 

Platinum  products  are  now  sold  exclusively  through  its  distribution  channel  of  600  Platinum  for  Windows  and  75  Platinum  SQL 
NT  authorized  dealers  and  VARs.  By  June  1996,  the  company  expects  to  expand  its  Platinum  SQL  NT  VAR  channel  to  150. 

Currently,  products  are  sold  in  Europe  (including  Russia),  Latin  and  South  America,  Africa,  Asia  and  the  Middle  East  through 
third-party  distributors  and  dealers. 

Clients 


Platinum  has  a total  installed  base  of  more  than  40,000  customers  worldwide,  including  Wall  Street  brokerage  firms,  banks, 
insurance  companies,  universities  and  manufacturing  firms. 

Representative  customers  include  George  Weston  Limited  (Canada),  University  of  Virginia's  Health  Services  Foundation,  and 
Cogen  Technologies  (TX). 

Alliances 


In  addition  to  its  strategic  relationship  with  Microsoft  Corporation,  Platinum  has  software  partnerships  with  Action 
Technologies,  Btrieve  Technologies,  Mystic  River  Software  and  Watermark. 

Key  hardware  partnerships  are  in  place  with  Compaq,  Digital,  Hewlett-Packard,  IBM  and  NEC. 

Competition 


Platinum  competes  in  three  segments  of  the  client/server  financial  accounting  software  market. 


Competitors  in  the  enterprise  segment  include  PeopleSoft,  Inc.,  Lawson  Corporation,  Dun  & Bradstreet  Software  Services,  Inc., 
SQL  Financials,  and  Oracle  Corporation. 
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SQL  Financials,  and  Oracle  Corporation. 


In  the  middle  market  (companies  with  revenue  from  $50  million  to  $500  million),  Platinum  competes  with  Lawson  Corporation, 
SAP,  Oracle  Corporation,  Flexlntemational  Software,  Inc.,  Solomon  Software,  and  Great  Plains  Software. 


In  the  North  American  LAN  market,  Platinum's  competitors  include  Great  Plains  Software,  Macola,  Inc.,  Solomon  Software,  and 
State  Of  The  Art,  Inc.  Outside  North  America  its  competitors  in  the  LAN  market  include  Scala  and  Systems  Union,  Ltd. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 


Copyright  INPUT  1999.  All  Rights  Reserved. 
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Premenos  Technology  Corporation 


12/01/1996  Headquarters 

1000  Burnett  Avenue 
Concord,  CA  94520 
U.S. 

Phone:  Fax: 

(510)602-2000  (510)602-2024 

Company  Web  Site: 

http://www.premenos.com 


Summary  Info 

Chairman/CEO:  Lew  Jenkins 


Status: 

Employees: 

Revenue: 

Year  End 


Public 

254(12/1996) 
$ 33.5  mil 

Dec-1996 


Key  Points 


« Premenos  is  a leading  provider  of  electronic  commerce  solutions  for  established  and  emerging  trading  communities. 

o In  October  1 996,  Premenos  announced  the  resignation  of  its  president  and  CEO,  Daniel  Federman.  Mr.  Federman,  who 
joined  Premenos  in  1991  as  president  and  CEO,  resigned  his  position  to  pursue  other  opportunities.  Lew  Jenkins, 
chairman  and  cofounder  of  Premenos,  will  assume  the  role  of  interim  CEO  pending  appointment  of  a permanent 
successor. 

« In  November  1996,  Premenos  introduced  its  latest  client/server  EDI  translation  product  line,  EDI/Open  Version  3, 
offering  new  support  for  Windows  NT.  EDI/Open  was  formerly  marketed  as  EDI/e. 

<•  In  July  1 996,  Premenos  added  technical  expertise  in  the  financial  data  security  area  with  the  acquisition  of  Prime 
Factors,  Inc. 

•i  In  May  1 996,  Premenos  expanded  its  electronic  commerce  offerings  with  the  acquisition  of  Don  Valley  Technology 
Corporation  and  its  PowerDox  forms-based  platform. 

Company  Description 


Prem;nos,  founded  in  1987,  develops,  markets,  and  supports  electronic  commerce  software  products  and  services  that  enable 
businesses  to  engage  in  business-to-business  electronic  transactions  and  communications  using  electronic  data  inte  change 
(EDI;, 

e-mail,  and  other  communications  software. 

By  us  ing  the  company's  software,  businesses  are  able  to  transfer  electronic  information  over  proprietary  networks  or  the  Internet 
and  other  TCP/IP  networks. 


» Premenos'  products  are  designed  to  provide  timely,  accurate,  cost-effective  and  secure  electronic  transmission  between  a 
business  and  its  trading  partners,  including  suppliers,  customers,  and  financial  institutions. 

» Currently,  the  company's  software  applications  enable  businesses  electronically  to  execute  more  than  1 50  types  of 
business  transactions,  including  essential  commercial  functions  such  as  purchasing,  invoicing,  shipping,  ai  d 
notification. 

■>  Premenos'  EDI  translation  products  include  EDI/400  for  IBM's  AS/400,  with  more  than  3,500  units  installed,  and 
EDI/Open  for  Windows  NT  and  UNIX  environments. 

* Premenos'  Templar  is  the  first  deployable  encryption  and  authentication  software  package  to  provide  secure  and  reliable 
business-to-business  EDI  over  the  Internet. 


In  September  1995,  Premenos  completed  an  initial  pubic  offering  of  approximately  3.65  million  shares  of  its  common  stock, 
generating  net  proceeds  of  approximately  $59.7  million. 

Organization  and  Structure 


Premenos'  key  executives  are  summarized  below: 

Premenos  Key  Executives 
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Name 

Title 

Lew  Jenkins 
David  Hildes 
Beverly  Ulbrich 
Rick  Ludlow 
Gerry  Diamond 
Ward  Wolff 

Chairman  and  Interim  CEO 

Vice  Chairman 

SVP  Marketing 

SVP  Sales 

SVP 

SVP  and  CFO 

Premenos  is  headquartered  in  Concord  (CA).  Additional  offices  are  in  Atlanta,  Boston,  Eugene  (OR),  Minneapolis,  New  York, 
Philadelphia,  London,  Paris,  and  Toronto. 


Subsidiaries  include  the  following: 


• Premenos  Canada,  based  in  Toronto 

• Prime  Factors,  Inc.,  based  in  Eugene  (OR) 

• Premenos  Europa,  S.A.,  based  in  Paris 

• Premenos  U.K.,  Ltd.,  based  in  London 

Company  Strategy 


Premenos1  objective  is  to  be  a leading  provider  of  software  and  services  that  enable  businesses  to  conduct  electronic  commerce 
transactions  over  proprietary  networks  or  the  Internet  and  other  TCP/IP  networks. 


Premenos  is  focusing  its  corporate  strategy,  including  management  and  resource  allocation,  on  leading  the  business-to-business 
electronic  commerce  market.  The  company  is  committed  to  remaining  a leader  of  EDI  software  and  services  for  the  midrange 
computer  market  and  to  leverage  that  position  as  it  emphasizes  emerging  electronic  commerce  markets.  Premenos  intends  to 
maintain  this  leadership  by: 


• Continuing  to  release  upgraded  versions  of  existing  products  with  additional  functions  and  features 

• Developing  complementary  products,  such  as  network  communications  modules 

• Enabling  more  businesses  to  trade  with  each  other  over  ubiquitous,  open  networks 

• Moving  further  into  the  client/server  arena 

• Acquiring  businesses  and  products  that  complement  or  enhance  current  offerings,  as  evidenced  by  the  acquisitions  of 
Don  Valley's  forms-based  technology  and  Prime  Factors  with  its  expertise  in  financial  transaction  security 

Premenos  also  intends  to  leverage  its  leadership  position  in  the  midrange  EDI  market  to  replace  customer  dependence  on  high- 
cost  proprietary  networks  with  the  Templar  open  systems  software  solution.  Premenos  intends  to: 


• Use  its  detailed  knowledge  of  EDI  to  replicate  in  software  the  functionality  of  proprietary  networks 

• Promote  open  system  architectures  through  standard  groups,  product  positioning,  and  solutions  for  interconnectivity, 
while  continuing  to  maintain  compatibility  with  significant  proprietary  systems 

EDI  market  penetration  is  typically  driven  by  a hub  organization  with  the  market  influence  to  persuade  its  trading  partners  to  use 
EDI  as  a condition  of  transacting  business  with  the  hub. 


• Acceptance  of  Premenos'  EDI  products  by  hubs  has  been  a significant  factor  in  the  company's  EDI  market  penetration. 

• Premenos  believes  that  acceptance  by  hubs  will  similarly  drive  Templar  sales. 

• For  all  its  products,  Premenos  intends  to  continue  fostering  relationships  with  hub  organizations. 

Premenos  intends  to  build  sales  through  its  direct  sales  force  and  through  increased  emphasis  on  third-party  distribution 
channels,  and  also  plans  to  pursue  relationships  and  alliances  with  providers  of  complementary  and  related  products  and 
services. 

Financials 


Premenos'  1995  revenue  reached  $25.5  million,  a 28%  increase  over  1994  revenue  of  $20.0  million.  Net  income  was  $1.5 
million  in  1995,  down  from  $1.8  million  in  1994. 


A five-year  financial  summary  and  a three-year  source  of  revenue  summary  are  shown  on  the  following  page. 
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Premenos'  spending  on  product  development  and  sales  and  marketing  increased  as  a percentage  of  revenue  during  1 995  due  to 
new  EDI  translation  software  product  releases  and  the  launch  of  Templar. 

• Product  development  expenses,  net  of  capitalized  software  development  costs,  were  $7.0  million  (28%  of  revenue)  in 
1995,  $4.7  million  (23%  of  revenue)  in  1994,  and  $3.6  million  (27%  of  revenue)  in  1993. 

• Sales  and  marketing  expenses  were  $8.5  million  (33%  of  revenue)  in  1995,  $5.8  million  (29%  of  revenue)  in  1994,  and 
$4.2  million  (32%  of  revenue)  in  1993. 


Premenos  Technology  Corporation 
Five-Year  Financial  Summary 

($  Thousands,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$25,519 

$20,005 

$13,066 

$10,357 

$6,093 

• Percent  change  from 

previous  year 

28% 

53% 

26% 

70% 

5% 

Income  (loss)  before  taxes 

$1,715 

$2,770 

$219 

$(73) 

$(207) 

• Percent  change  from 

previous  year 

(38%) 

* 

400% 

65% 

36% 

Net  income  (loss) 

$1,497 

$1,815 

$143 

$(73) 

$(276) 

• Percent  change  from 

previous  year 

( 1 8%0 

* 

296% 

74% 

(36%) 

Earnings  (loss)  per  share 

$0.16 

$0.28 

$0.03 

$(0.01) 

(0.03) 

• Percent  change  from 

previous  year 

(43%) 

833% 

400% 

67% 

" 

* Ferzent  change  exceeds  1,000%. 


Premenos  Technology  Corporation 
Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$17.8 

70% 

$13.3 

66% 

$9.0 

69% 

Serv.ces 
- Maintenance 

6.7 

28% 

5.0 

25% 

3.3 

25% 

- Other  (a) 

1.0 

2% 

1.7 

9% 

0.8 

6% 

Total 

$25.5 

100% 

$20.0 

100% 

$13.1 

100% 

(a)  Includes  training,  support,  and  contract  services. 


Revenue  from  software  license  fees  and  royalties  increased  34%  during  1995  due  to  increased  market  acceptance  of  EDI 
technology  and  Premenos'  products,  hardware  system  upgrades  of  existing  customers,  and  expansion  of  the  company's  sales  and 
marketing  organizations.  In  addition,  Premenos  has  international  marketing  agreements  with  IBM  and  other  third-party 
distributors  that  have  increased  license  royalty  payments  on  the  distribution  of  Premenos'  products  outside  of  North  America. 


Revenue  from  services  increased  16%  during  1995,  due  primarily  to  increased  licensing  activity. 
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Interim  Results 

Revenue  for  the  nine  months  ending  September  30,  1996  reached  nearly  $22.6  million,  a 34%  increase  over  $16.8  million  for  the 
same  period  in  1995. 

• Net  losses  for  the  period  were  $3.5  million  and  include  acquisition-related  costs  of  $4.7  million.  Excluding  these 
charges,  net  income  was  $1.17  million,  compared  to  $5,000  for  the  same  period  a year  ago. 

• Services  revenue  increased  60%  to  $8.5  million  due  to  an  expanded  installed  base,  particularly  EDI/400. 

• Templar  license  revenues  were  affected  by  a slower  than  anticipated  adoption  rate  of  the  technology. 

Market  Financials 


Premenos  derives  its  revenue  primarily  from  trading  partners  involved  in  the  retail  and  transportation  markets. 

The  company  also  has  clients  in  computers  and  software,  food  and  beverage,  automotive,  publishing,  entertainment,  energy  and 
chemicals,  health  care,  insurance,  banking  and  finance,  building  and  hardware,  apparel,  aerospace,  paper,  and  government. 

Geographic  Markets 


Approximately  90%  of  Premenos'  1995  revenue  was  derived  from  the  U.S.  and  10%  from  international  sources. 


A three-year  geographic  source  of  revenue  summary  follows: 


Premenos  Technology  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$22.9 

90% 

$18.3 

92% 

$11.9 

91% 

International 

2.6 

10% 

1.7 

8% 

1.2 

9% 

Total 

$25.5 

100% 

$20.0 

100% 

$13.1 

100% 

Acquisitions 


In  July  1996,  Premenos  acquired  Prime  Factors,  Inc.  of  Eugene  (OR).  Terms  of  the  acquisition  were  not  disclosed. 


• Prime  Factors,  founded  in  1981,  provides  financial  data  security  products  for  PC,  midrange,  and  mainframe  platforms. 

Its  Information  Security  division  specializes  in  data  encryption  and  key  management  systems  for  financial  and 
commercial  institutions.  The  Data  Compression  division  works  closely  with  the  Information  Security  division  to  provide 
solutions  that  reduce  telecommunications  and  storage  costs. 

• Prime  Factors'  clients  include  Citibank,  Chase  Manhattan  Bank,  Bank  of  America,  Visa  International,  MasterCard 
International,  Novus,  Exxon,  Mobile  Oil  Company,  Shell  Oil  Company,  and  Goldman  Sachs  & Company. 

• The  acquisition  positions  Premenos  to  deliver  end-to-end  electronic  commerce  solutions,  from  electronic  data  to 
electronic  money. 

• Prime  Factors  now  operates  as  a subsidiary  of  Premenos. 


In  May  1996,  Premenos  acquired  Don  Valley  Technology  Corporation  of  Toronto  (Canada).  Terms  of  the  acquisition  were  not 
disclosed. 


• Don  Valley  provides  PowerDox,  a simple-to-use,  forms-based  platform  for  MVS,  PC  for  Windows,  and  Windows  NT 
that  enables  customers  to  trade  any  kind  of  business  document  such  as  purchase  orders,  invoices,  and  advance  ship 
notices. 

• Don  Valley  has  a customer  base  of  more  than  600,  including  Canadian  companies  such  as  Biway  Stores  Limited, 
Canadian  Tire  Corporation,  IBM  Canada,  The  Hudson's  Bay  Company,  and  T.  Eaton  Co. 

• The  acquisition  positions  Premenos  to  take  advantage  of  a market  of  more  than  3.5  million  small  businesses  that  need  to 
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conduct  trade  electronically. 

• The  expertise  of  Don  Valley  also  will  speed  up  the  development  of  WebEDI,  a Premenos  product  in  early  development 
that  will  allow  users  to  deploy  EDI  through  a Web  browser. 

Employees 


As  of  February  29,  1996,  Premenos  had  193  employees,  segmented  as  follows: 


Marketing 7 

Domestic  sales 39 

International  sales 3 

Customer  support 45 

Product  development 77 

Finance  and  administration 22 


193 


The  company  currently  has  approximately  250  employees. 

Key  Products  and  Services 


EDI  Translators 

EDI/400,  the  company's  leading  product,  was  released  in  1988. 

« EDI/400  is  designed  for  IBM  AS/400  computers.  Its  primary  function  is  to  translate  a business'  internal  formats  to  the 
major  EDI  standards,  and  from  the  major  EDI  standards  to  a business'  internal  formats.  EDI/400  then  processes  those 
standards  in  a manner  that  enables  them  to  be  transmitted  over  standard  communications  networks. 

« EDI/400  is  based  on  a table-driven  design  that  supports  all  of  the  recognized  EDI  standards  offered  by  both  ANSI  and 
UN/EDIFACT. 

« EDI/400  also  includes  ancillary  functions  to  manage  the  EDI  process  for  the  host  computer  in  the  areas  of  i nailboxing, 

audit  trails,  network  communications,  compliance,  and  similar  functions. 

• In  September  1995,  Premenos  made  generally  available  a new  release  of  EDI/400  that  includes  a PremeVic  w graphical 
user  interface  front  end. 

• EDI/400  is  generally  made  available  on  a single-computer  license  basis  for  a one-time  license  fee  generally  ranging  from 
$7,500  to  $53,000,  depending  on  the  computer  model  on  which  the  product  is  authorized  to  operate,  plus  a Iditional  fees 
for  any  optional  features  included.  Multiple-computer  licenses  and  enterprise  licenses  are  also  available. 


EDI/Open  (formerly  marketed  as  EDI/e)  is  a client/server  EDI  translation  product  for  Windows  NT  and  UNIX  environments. 


• EDI/Open's  mailbox  provides  real-time  transaction  information  and  individual  document  status.  Document  i can  be 
sorted  by  trading  partner,  document  type,  status,  date,  time,  or  user-defined  data.  The  software  also  include  > a 
commercial  relational  database  management  system  to  manage  and  store  trading  partner  configurations,  EE  I standards, 
and  document  tracking  information.  The  system  includes  a run-time  version  of  Sybase,  or  users  can  implement  Oracle7 
or  Microsoft  SQL  Server. 

• EDI/Open  incorporates  a true  client/server  architecture— a graphical  client  running  a variety  of  workstations,  connected 
directly  or  remotely  to  a UNIX  or  NT  server.  The  three  primary  information  processing  elements,  user  interface, 
application  logic,  and  database  are  distributed  to  take  full  advantage  of  each  platform. 

• EDI/Open  runs  on  IBM  RS/6000,  HP  9000,  Sun  SPARC,  and  Windows  NT  platforms.  The  Windows  client  runs  on 
Windows  95  and  NT  workstations.  Its  interfaces  provide  integration  to  applications  from  SAP,  Oracle,  Baan,  Computer 
Associates,  and  PeopleSoft.  It  supports  all  versions  of  ANSI  XI 2 and  EDIFACT  standards  plus  its  subsets. 

• EDI/Open  for  Windows  NT  server  is  generally  available  and  the  UNIX  server  version  will  ship  in  January  1997.  Pricing 
for  both  server  versions  starts  at  $10,000  in  the  U.S.  Additional  Windows  clients  are  available  for  $500  each. 

• For  users  who  need  to  modify  standards  according  to  trading  partner  requirements,  a Premenos  Standards  Modification 
Tool  is  also  available.  The  tool  will  ship  in  December  1996  and  is  priced  at  $3,000. 

Templar 

Templar  is  a set  of  standards-based  software,  service,  and  network  solutions  that  allows  business  customers  to  engage  in 
electronic  commerce  transactions  over  the  Internet  and  other  TCP/IP  networks  by  facilitating  the  exchange  of  secure,  digitally 
signed  electronic  documents,  including  EDI  documents. 
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• Templar  supplies  security  for  message  transmissions  by  using  public  key  cryptography  techniques  licensed  from  RSA 
and  by  implementing  security  and  confidentiality  features  at  the  software  application  level. 

• Templar  generates  a digital  signature  for  each  outbound  message  that  verifies  the  identity  of  the  sender  and 
automatically  detects  any  alteration  of  the  message  upon  receipt. 

• Templar  automatically  tracks  message  traffic  and  message  integrity  and  authenticity  and  provides  user-configurable 
management  reports.  It  also  maintains  transmission  records  for  audit  trails. 

• Premenos  has  positioned  Templar  as  a relatively  low-cost,  flat-rate  alternative  to  current  electronic  commerce  solutions. 

• The  current  U.S.  suggested  retail  price  of  the  Templar  server  software  product  for  the  UNIX  platform  is  a one-time 
license  fee  of  $5,990.  Additional  client  modules  for  those  platforms  are  priced  at  $99.  Windows  95  and  Windows  3.1 
version  of  the  Templar  product  are  priced  at  $449  per  copy. 

• Templar  2.0,  released  in  July  1996,  improves  interoperability  for  large  trading  hub  implementations  through  new 
transport  options  including  a Web  interface,  TCP  direct  connection,  and  a file  transfer  interface,  in  addition  to  SMTP 
transport.  The  release  also  features  a new  message  tracking  system,  expanded  database  management  facilities,  and  a new 
graphical  user  interface. 

In  December  1996,  Premenos  announced  Templar  PowerDox  and  Templar  WebDox,  extending  its  electronic  commerce 
solutions  to  small  and  medium-sized  enterprises. 


• Deployed  over  value-added  networks  or  the  Web,  respectively,  both  products  make  EDI  transparent  to  end  users  via  an 
intuitive  electronic-forms  interface,  provide  local  storage  and  application  integration,  and  EC-enable  trading  partners  for 
less  than  $300  each. 

• Templar  PowerDox,  comprised  of  Central  and  Remote  components,  lets  a purchasing  company  distribute  electronic- 
forms  applications  to  its  trading  partners  and  automates  trading  partner  administration.  At  the  trading  partner's  desktop, 
PowerDox  Remote  displays  an  intuitive  form  representing  transaction  information  that  can  be  integrated  and  stored 
locally,  as  well  as  transmitted  to  the  purchasing  company.  PowerDox  documents  are  transmitted  between  a company  and 
its  trading  partners  via  value-added  networks.  IBM  Advantis  and  AT&T  value-added  networks  have  agreements  with 
Premenos  to  support  PowerDox  forms  over  their  systems.  PowerDox  is  available  on  MVS  and  Windows  NT  platforms. 

• Templar  WebDox  uses  the  same  component  architecture  as  Templar  PowerDox,  but  adds  connectivity  via  the  Web  for 
Internet,  intranet,  and  extranet  computing. 

Prime  Factors  Products 

Prime  Factors,  Inc.,  acquired  in  July  1996,  provides  software  products  that  secure  financial  transactions— electronic  funds 
transfer,  EDI,  and  ATMs— for  banks,  security  firms,  and  companies  requiring  encryption  of  financial  data. 


Prime  Factors'  products  include  the  following: 


• DESCRYPT/EDI+  is  a complete  security  solution  for  X12  EDI  formats.  This  product  is  compliant  with  the  key 
management  standard  ANSI  XI  2.42  and  adheres  to  the  encryption  and  authentication  standards  dictated  by  ANSI 
X12.58.  This  product  is  interoperable  among  IBM  PC,  AS/400,  and  RS/6000  computers  and  MVS  mainframes. 

• PSYPHER/EDI+  is  a software  security  system  for  a variety  of  business  EDI  needs.  This  product  is  designed  for  ease  of 
use  and  "drop  in  and  run"  capabilities.  It  provides  both  DES  encryption  and  ANSI  X9.9  authentication  of  any  sequential 
file.  It  is  fully  compatible  with  Prime  Factors'  DESCRYPT/EDI+. 

• FDESMAC+  is  a software  security  system  for  compliance  with  ANSI  X9.9  for  financial  institution  message 
authentication  on  multiple  platforms  and  applications.  This  solution  authenticates  EDI  payments/remittances,  purchase 
orders,  invoices,  and  other  business  transactions.  The  product  is  used  extensively  in  authentication  of  electronic  funds 
transfers,  such  as  ACH,  IMT,  and  letters  of  credit. 

• DESCRYPT+  is  a set  of  APIs  that  DES-encrypts  any  data  or  communications,  either  on  line  or  off  line. 

• COMPACT/EDI  greatly  reduces  the  communications  and  storage  costs  of  EDI  and  other  file  types  and  transactions 
using  compression  algorithms.  File  transfer  times  and  storage  amounts  are  typically  reduced  50%  to  80%.  It  may  be 
integrated  into  any  applications-level  program  and  is  available  in  turnkey  executable  forms. 

• PIN  Management  System  is  the  software  security  module  for  PIN  security  and  DES  key  and  credit  card  fraud 
prevention.  The  system  is  used  to  protect  user  identifications  in  retail  EFT  information  systems  like  VISA,  MasterCard, 
and  other  national  and  international  ATM  sharing  networks. 

Customer  Support 

Premenos'  products  are  supported  by  a service  and  support  staff  with  expertise  in  AS/400  and  UNIX  EDI  software,  open 
systems,  and  open  networks. 


• Telephone  support  is  provided  from  6 a.m.  to  6 p.m.  Pacific  Time  and  pager  support  is  available  on  a 24-hour-per-day, 
365-day-per-year  basis. 

• Through  its  support  center  in  Paris  and  its  main  center  in  Concord,  the  company  generally  offers  support  for 
international  customers  via  toll-free  support  numbers. 
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• Customers  with  maintenance  contracts  receive  telephone  support  service,  software  updates,  and  bug  fixes. 

• Premenos  allows  its  customers  and  users  to  access  support  services  by  telephone,  electronic  mail,  and  World  Wide  Web 
access  through  the  Internet. 

Clients 


Premenos  has  a client  base  of  more  than  6,000. 

Select  EDI  customers  of  Premenos  are  listed  in  the  exhibit  on  the  following  page. 

Templar  clients  include  The  Chase  Manhattan  Bank,  Diamond  Shamrock,  AT&T,  Kleinschmidt,  Mellon  Bank,  and  Bell 
Atlantic. 

Marketing  and  Sales 


Premenos  markets  its  products  through  two  principal  channels— direct  sales  and  distributors  and  comarketers. 

Direct  Sales-  -Approximately  85%  of  Premenos'  sales  are  generated  by  its  direct  sales  force,  which  uses  a combined  approach 
of  telephone  selling,  cultivation  of  relationships  with  key  hub  customers,  and  personal  presentations  for  significant  volume  sales. 
Hub  c ustomers— those  with  the  market  ability  to  influence  their  trading  partners— provide  access  to  their  customers  and  suppliers, 
which  Premenos  then  targets  for  sales  calls. 

Distributors  and  Comarketers  -Premenos  has  distribution  and  comarketing  agreements  with  a number  of  software  marketing 
and  distribution  companies,  value-added  resellers,  and  hardware  and  network  vendors  worldwide. 

•>  Premenos  also  has  relationships  with  software  vendors  that  bundle  or  embed  Premenos'  products  with  their  own 
products,  or  that  resell  Premenos'  products  in  particular  trading  communities. 


Exhibit 

Select  EDI  Customers 


Industry/Client 

Industry/Client 

Industry/Client 

Computers  and  Software 

Comp  USA  Inc. 

IBM 

Microsoft 

Toshiba  America  Electronic 
Components,  Inc. 

Entertainment 

Blockbuster  Entertainment  Group 
MTV  Networks 
Nintendo  of  America 
Sega  of  America,  Inc. 

Apparel 

Britannia  Sportswear,  Ltd 
Calvin  Klein  Inc. 
Hickey-Freeman  Co. 

Polo  Clothing  Co.,  Inc. 

Food  & Beverage 

Bumble  Bee  Seafoods  Inc. 
Pepsi-Cola  Bottling  Co. 
Slim  Fast  Foods  Company 
The  Coca-Cola  Company 

Energy  & Chemicals 

ARCO 

Chevron  Research  and  Technology 
Mobil  Corporation 
Schlumberger  Technologies 

Transportation 

American  President  Companies 
Loomis  Armored  Inc. 

Swift  Transportation  Co.  Inc. 
United  Parcel  Service  of  America 

Retail 

Price/Costco  Inc. 
Proctor  & Gamble  Co. 
Sports  Authority  Inc. 
Toys  'R'  Us  Inc. 

Health  Care 

Abbott  Laboratories 
Amgen  Inc. 

Bausch  & Lomb  Incorporated 
Ciba  Geigy  Corp. 

Aerospace 

Amphenol  Aerospace 
Fansteel,  Inc./Wellman  Dynamics 
Lockheed  IMS 
Pall  Aeropower  Corp. 

Automotive 

ITT  Automotive,  Inc. 

Mitsubishi  Fleavy  Industries,  Ltd. 
Penske  Truck  Leasing  Co.,  L.P. 
Ryder  Truck  Rental,  Inc. 

Insurance 

American  Bankers  Insurance 
Group,  Inc. 

American  Medical  Security  Inc. 
Central  Reserve  Life  Corp. 
HRM  Claim  Management  Inc. 

Paper 

Caraustar  Industries,  Inc. 
James  River  Corp.  of  Virginia 
Potlatch  Corp. 

Stream  International  Inc. 

Publishing 

Banta  Corporation 

Golden-Lee  Books  Distributors  Inc. 

Building  & Hardware 

American  Standard  Inc. 
Baldwin  Hardware  Corporation 

Government 

Australian  Taxation  Office 
NASA 
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Publishers  Resources  Inc. 
Stream  International  Inc. 


Master  Lock  Company 
Westinghouse  Electric  Corp. 


• Distributors  typically  sublicense  Premenos  software  to  end-user  customers  and  pay  Premenos  a royalty.  Comarketers 
typically  forward  leads  to  Premenos  in  exchange  for  a percentage  referral  fee  if  the  sale  is  completed. 

• Premenos'  largest  distributor  is  IBM  and  various  IBM  affiliates  worldwide,  which  collectively  account  for 
approximately  1 0%  of  Premenos'  software  license  revenue. 

Alliances 


Premenos  has  various  strategic  partnerships  with  a range  of  vendors,  including  the  following: 


• Application  software  vendors-Baan,  Computer  Associates,  Jay  & Wolcott,  JBA  International,  J.D.  Edwards,  Lawson, 
Marcam,  Oracle,  PeopleSoft,  SAP,  Software  2000 

• Platform  partners-Digital,  IBM,  Sun,  Hewlett-Packard 

• Strategic  partners-Andersen  Consulting,  AT&T,  Advantis,  CommerceNet,  Coopers  & Lybrand,  Deloitte  & Touche, 
Dun  & Bradstreet,  Price  Waterhouse,  TSI,  Open  Market,  RSA 


Agreements  announced  in  1 996  include  the  following: 


• In  July  1996,  Premenos  announced  plans  to  develop  its  electronic  commerce  security,  authentication,  and  EDI 
technology  into  an  Electronic  Commerce  DataBlade  for  INFORMIX-Universal  Server.  The  Premenos  Electronic 
DataBlade  will  automate  the  management  and  exchange  of  commerce  information  while  ensuring  the  integrity  and 
confidentiality  of  business-to-business  transactions. 

• In  June  1996,  Premenos  and  PeopleSoft  announced  an  alliance  to  integrate  PeopleSoft's  client/server  applications  with 
Premenos'  EDI/Open,  EDI/400,  and  Templar  EDI  solutions. 

• In  April  1996,  Premenos  and  VeriSign  announced  a strategic  alliance  to  facilitate  Open  EDI  over  the  Internet.  This 
alliance  will  provide  companies  or  associations  with  digital  certificates  to  prove  that  they  are  who  they  say  they  are. 
Digital  IDs  issued  by  VeriSign  provide  proof  of  identity  so  that  EDI  users  don't  need  a pre-established  trading  partner 
agreement  in  order  to  do  business. 

• In  April  1996,  Premenos  and  TSI  International  announced  a distribution  agreement  for  Templar  for  Windows.  TSI  is 
bundling  and  distributing  Templar  for  Windows  with  its  Trading  Partner  PC  high-performance  EDI  translation  and 
mapping  product. 

• In  March  1996,  Premenos  and  Open  Market,  Inc.  announced  an  OEM  agreement  to  enable  secure  business  transactions 
over  the  Internet.  Open  Market  is  integrating  Premenos'  EDI/e  V2  UNIX  translation  software  and  the  secure  Internet 
EDI  solution  Templar  into  Open  Market's  OM-Transact,  a complete  back-office  infrastructure  for  secure  Internet 
commerce.  This  integrated  solution  allows  corporations  to  use  OM-Transact  to  manage  business-to-business  transactions 
over  the  Internet  while  leveraging  legacy  back-office  systems. 

• In  March  1996,  Premenos  and  Baan  Company  formed  a strategic  alliance  whereby  Premenos'  EDI/Open  UNIX 
translation  software  and  the  Templar  secure  Internet  EDI  authentication  agent  will  be  incorporated  into  Baan  enterprise- 
wide applications.  In  cooperation  with  Premenos,  Baan  will  offer  customizable  EDI  solutions  to  its  clients.  Premenos  is 
a member  of  Baan's  Software  Partners  Program. 

• In  March  1996,  Premenos  announced  it  was  the  first  EDI  software  vendor  with  a certified  interface  to  SAP's  R/3  3.0 
application  suite  for  both  UNIX  and  AS/400  platforms. 

Competition 


Premenos'  primary  competitor  for  EDI  translation  software  is  Sterling  Commerce. 


Templar's  current  competition  is  value-added  network  operators  providing  more  traditional  and  proven  modes  of  conducting 
electronic  commerce. 

Assessment 


Unlike  electronic  commerce  newcomers  and  proprietary  EDI  vendors,  Premenos  has  1 8 years  of  electronic  trading  experience 
combined  with  Internet  innovation  and  strong  customer  support.  Additional  strengths  include  a market-share-leading  midrange 
EDI  translator  (EDI/400)  and  EDI/Open  for  NT,  the  company's  fast-growing  network  operating  system. 


Two  critical  issues  must  be  addressed  before  Internet  commerce  can  reach  critical  mass: 
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• The  first  is  the  adoption  of  open  technology  standards  by  vendors  and  customers  alike.  Currently,  there  are  20+ 
proposals  for  Internet  commerce  standards.  At  best  they  are  complementary,  yet  many  conflict.  Until  the  industry  can 
agree  on  which  standards  will  prevail,  the  market  will  continue  its  slow  migration  to  Internet  commerce,  rather  than 
beginning  immediately  to  reap  the  benefits  of  increased  trading  cycles  and  competitive  advantage. 

• The  second  inhibitor  to  Internet  commerce  adoption  is  a lack  of  infrastructure— what  Premenos  calls  a "trust  model."  In 
face-to-face  credit  card  transactions,  the  merchant  swipes  the  credit  card  through  a point-of-sale  machine  networked  to 
databases  that  verify  account  and  credit  limits.  The  merchant  looks  at  the  customer's  signature  on  the  back  of  the  credit 
card  to  verify  identity.  At  each  point  of  this  transaction,  the  customer,  the  merchant,  and  the  bank  have  agreed  who 
assumes  liability. 


A trust  model  like  this  does  not  exist  for  electronic  commerce.  Discussion  and  framework  proposals  abound  among  certification 
authorities.  Organizations  such  as  the  U.S.  Postal  Service  and  companies  like  VeriSign  are  leading  the  way  to  building  an 
infrastructure  that  clearly  delineates  who  will  verify  identities,  hold  liability,  and  authenticate  transactions  in  an  electronic 
marketplace. 


Premenos,  for  its  part,  is  involved  with  all  the  EDI  and  Internet  standards  groups  and  consortia  trying  to  hammer  out  solutions  to 
these  issues. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 


Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

03/31/1998 


Headquarters 


1177  Avenue  of  the  Americas 
New  York,  NY  10036 
U.S. 

Phone:  Fax: 

(212)596-7000  (212)596-8910 

Company  Web  Site: 

http://ww.pwcglobal.com/ 


CEO: 

Partner: 

Status: 

Employees: 

Revenue: 


Summary  Info 

James  J.  Schiro 
Scott  Hartz 
Partnership 
140,000  (06/1997) 
$ 15,000.0  mil 


Year  End 


Jun-1997 


Key  Points 


Capability  Profiles 


CAPABILITY 

REGION 

SAP  Services 

Indonesia 

SAP  Services 

Malaysia 

SAP  Services 

Thailand 

SAP  Services 

U.K. 

SAP  Services  (German) 

Germany 

* In  1997  Price  Waterhouse  announced  plans  to  merge  with  Coopers  & Lybrand.  The  merger  will  create 
the  world’s  largest  business  advisory  and  consulting  firm. 

* In  October  1997,  signed  a letter  of  intent  with  Philips  Electronics  N.V.  to  acquire  a minority  interest  in 
Origin  B.V.,  building  on  a strategic  alliance  that  jointly  markets  and  delivers  third  party  sofi  ware, 
systems  integration,  and  management  consulting  services  worldwide. 

* Price  Waterhouse  has  cited  the  ability  to  better  serve  global  companies  as  a prime  factor  compelling  the 
merger  with  Coopers  & Lybrand  and  the  alliance  with  Origin.  Price  Waterhouse  is  positionii  g itself  to 
serve  global  companies,  often  in  rapidly  consolidating  industries,  as  they  consolidate  and  exj  and  to 
emerging  market  areas. 

».  Nearly  40,000  consultants  worldwide  are  within  the  Price  Waterhouse,  Coopers  & Lybrand  snd  Origin 
organizations.  Origin,  based  in  the  Netherlands,  specializes  in  enterprise  resource  planning 
implementation. 

< Price  Waterhouse  was  active  in  acquisitions  and  joint  ventures  in  1997.  Price  Waterhouse  acquired  LVS, 
a systems  integrator  in  Russia;  acquired  Peter  Matthiesen,  a supplier  of  supply  chain  manaf  ement 
services  in  Denmark;  acquired  a majority  stake  in  Business  & Decision,  a Paris-based  data  v arehousing 
firm,  and  formed  a joint  venture  with  the  Consulting  Software  Group  in  Korea. 

* Price  Waterhouse  created  a global  Business  Process  Outsourcing  practice  in  1997.  The  practice  reported 
earning  contracts  with  a combined  value  of  over  $300  million  dollars. 

Company  Description 


Price  Waterhouse  is  one  of  the  world’s  largest  international  organizations  of  accountants  and  consultants. 

• Founded  in  1849,  Price  Waterhouse  is  a global  tax,  audit,  and  consulting  firm  that  offers  management, 
financial,  and  information  technology  consulting  services  for  businesses,  government  agencies,  and 
nonprofit  organizations. 

• The  U.S.  firm,  Price  Waterhouse  LLP,  was  founded  in  1890  with  the  opening  of  Price  Waterhouse’s  first 
U.S.  office.  The  U.S.  partnership  provides  management,  financial,  and  information  technology 
consulting  services  for  businesses  and  government  agencies  in  the  U.S. 

• The  majority  of  Price  Waterhouse’s  information  services  activities  fall  within  the  MCS  organization. 
These  services  include  systems  integration,  professional  services,  and  application  software. 
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Organization  and  Structure 

Price  Waterhouse,  headquartered  in  New  York  (NY),  comprises  a network  of  27  firms  worldwide,  and  employs 
more  than  60,000  people  through  offices  in  119  countries  and  territories. 

Price  Waterhouse  has  combined  the  Technology  Knowledge  Organization  and  the  U.S. -based  Systems 
Integration  Group  into  the  Global  Systems  Solutions  Center  (GSSC).  Researching  and  reporting  on  emerging 
technologies,  the  GSSC  has  oversight  for  a software  procurement  reselling  service,  maintenance  of  vendor 
relationships,  technical  support  for  systems  integration  and  data  warehousing,  and  the  Advanced  Software 
Engineering  Centers. 

Price  Waterhouse  has  eight  Advanced  Software  Engineering  Centers  in  the  U.S.  and  Europe  that  advise  clients 
on  client/server  computing  and  technology  architecture. 

Structure  by  Industry  / Service  Lines 

The  Price  Waterhouse  firms  structure  service  delivery  around  key  industries  and  service  fines. 

• Key  strategic  industry  groups  include: 

o Financial  Services 
o Energy 

o Entertainment,  Media,  and  Communications  (EMC) 
o Technology 
o Products 

o Other  industries  the  company  serves  are  aerospace,  government,  defense,  legal,  managed  health 
care,  and  railroads. 

o Each  industry  group  consists  of  a team  of  partners  and  managers  with  a background  in  that 
specific  industry.  Teams  are  formed  with  other  industry  consultants,  providing  expertise  in  all 
areas  required  by  the  specific  project. 

• Price  Waterhouse’s  key  service  fines  include: 

o Management  Consulting  Services  (MCS) 
o Audit  and  Business  Advisory  Services  (ABS) 
o Tax  and  Legal  Services 

o Corporate  Finance,  Recovery  and  Disputes  (CFRD)  services 
o Business  Processs  Outsourcing  services 

Geographic  Organization 

With  the  exception  of  the  Management  Consulting  Services  (MCS)  organization,  which  is  organized  by  national 
business,  the  Price  Waterhouse  worldwide  organization  is  divided  into  four  geographic  areas: 

• The  Americas — Canada  and  the  U.S. 

• Africa  and  the  Middle  East 

• Asia  and  the  Pacific 

• Europe  and  the  former  Soviet  Union 

Price  Waterhouse  LLP,  representing  the  U.S.  operations  of  Price  Waterhouse,  is  headquartered  in  New  York 
(NY). 

• It  has  106  offices  located  throughout  the  U.S.  Major  offices  are  located  in  New  York  (NY),  Chicago  (IL), 
Philadelphia  (PA),  Los  Angeles  and  San  Francisco  (CA),  Dallas  and  Houston  (TX),  and  Boston  (MA). 

• Price  Waterhouse  LLP  is  headed  by  Chairman  and  Senior  Partner-Elect  James  J.  Schiro. 

The  MCS  organization  is  organized  by  national  business. 
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• The  MCS  group  has  a three-dimensional  matrixed  organizational  structure  based  on  industry,  service 
domain,  and  business  process. 

o Two  broad  service  domains  include  Change  Integration®  and  information  technology, 
o Business  processes  include  financial  and  cost  management,  supply  chain  management,  and 
industry-specific  processes. 

The  Price  Waterhouse  World  Technology  Centre  in  Menlo  Park  (CA),  a unit  of  the  Price  Waterhouse  worldwide 
organization,  provides  consulting  and  research  on  technology  companies,  industries,  and  markets  to  Price 
Waterhouse  partners  and  staff  and  their  clients. 

Company  Strategy 

Price  Waterhouse’s  capabilities  strategy  is  to  provide  solutions  across  geographic  and  cultural  boundaries  that 
meet  the  timely  requirements  of  clients  and  build  value,  manage  risk  and  improve  performance. 


Price  Waterhouse’s  service  strategy  is  based  on  the  use  of  experienced  and  knowledgeable  consultants  and 
dedicated  project  management  and  design  tools. 

The  firm’s  project  strategy  uses  a team  approach.  Price  Waterhouse  provides  industry  expertise  in  several 
targeted  industry  markets,  including  industry-specific  applications. 

Price  Waterhouse’s  MCS  consultants  have  expertise  in  at  least  two  areas:  for  example,  expertise  in  a specific 
industry  as  well  as  expertise  in  systems  integration.  Teams  are  formed  to  provide  expertise  in  all  areas 
required  by  the  customer  for  a particular  engagement. 

The  MCS  group  has  developed  a Systems  Management  Methodology  (SMM),  which  acts  as  a guideline  for  all  of 
the  company’s  systems  development  and  implementation  projects.  The  methodology  works  for  both  package  and 
custom  software  projects. 

Financials 

Price  Waterhouse’s  total  worldwide  revenue  for  fiscal  1997  was  approximately  $5.63  billion,  an  increase  of 
nearly  12%  over  fiscal  1996. 

'»  Management  attributes  the  largest  component  of  revenue  growth  to  increased  demand  for  m anagement 
consulting  services,  which  reported  24  percent  revenue  growth  over  fiscal  1996. 

Revenues  is  emerging  markets  exhibited  strong  growth.  In  1997,  revenues  grew  68  percent  i a China,  60 
percent  in  India,  29  percent  in  Mexico,  28  percent  in  Eastern  Europe,  22  percent  in  Venezuela,  22 
percent  in  Thailand,  20  percent  in  Malaysia,  and  20  percent  in  Taiwan, 
a In  the  United  States,  double  digit  revenue  growth  was  reported  for  each  of  Price  Waterhouse’s  major 
service  lines  and  market  sector  practices.  Management  consulting  services  posted  revenues  of  $856.8 
million  for  fiscal  1997,  an  increase  of  24%. 

Acquisitions  and  Partnerships 

In  January  1998,  Price  Waterhouse  LLP  and  Information  Engineering  Incorporated,  a software  development 
firm,  formed  Information  Engineering  LLP,  to  offer  global  client/server  technology  solutions  to  the  insurance 
industry. 

In  December  1997,  Price  Waterhouse  agreed  to  acquire  a majority  stake  in  Business  & Decision,  a Paris-based 
firm  that  specializes  in  data  warehousing.  The  acquired  firm  had  1997  sales  of  $5.7  million. 

Effective  July  1,  1997,  Price  Waterhouse  acquired  Peter  Matthiesen  A/S,  a supplier  of  supply  chain 
management  services  in  Denmark.  The  new  practice,  Price  Waterhouse/Peter  Matthiesen  employs  a total  of  180 
consultants. 
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Price  Waterhouse  formed  a joint  venture  in  February  1997  with  the  Consulting  Software  Group  (CSG)  of  Korea, 
The  new  firm,  with  approximately  140  consultants,  operates  under  the  name  Price  Waterhouse  CSG. 

In  January  1997,  Price  Waterhouse  acquired  LVS,  a systems  integrator  in  Russia,  and  created  LVS/Price 
Waterhouse  Business  Solutions. 

Employees 

Price  Waterhouse  has  approximately  60,000  employees  worldwide. 

Management  Consultancy  Services  employs  10,000  worldwide. 

Key  Products  and  Services 

Industry  Groups 

Price  Waterhouse  provides  a range  of  financial  management,  strategic,  and  information  technology  consulting 
services.  Major  information  service  offerings  across  industry  groups  are  as  follows: 

• Financial  Services — This  industry  practice  provides  a wide  range  of  audit,  accounting,  tax,  regulatory, 
and  management  consulting  services  for  banking,  investment  management,  insurance,  managed 
healthcare,  securities,  and  real  estate  organizations. 

o The  Financial  and  Cost  Management  Services  group  assists  clients  to  manage  change  and 

implement  financial  systems  by  assisting  in  Business  Process  Transformation^  and  in  the 
evaluation,  selection,  implementation,  and  customization  of  third-party  application  software. 

This  group  also  helps  clients  analyze,  develop,  and  implement  cost-management  systems, 
including  Price  Waterhouse’s  proprietary  activity-based  costing  product,  ACTIVASM. 
o The  Electronic  Financial  Services  (EFS)  Consulting  group  provides  advisory  services  to  large 
financial  institutions  starting,  expanding,  or  refocusing  electronic  banking  initiatives  with 
individual  and  business  customers. 

o The  Corporate  Finance  Group  assists  corporations,  financial  investors  and  lenders  to  identify 
prospective  acquisition  and  divestiture  candidates  and  provide  services  associated  with  mergers, 
acquisitions,  joint  ventures,  and  strategic  alliances. 

• Energy— The  World  Energy  Group  provides  accounting,  business  advisory,  auditing,  tax  planning  and 
compliance,  operational  and  financial  information  technology,  and  systems  implementation  services  to 
clients  in  the  oil,  natural  gas,  chemicals,  independent  power,  mining  and  utility  industries. 

• Global  Entertainment,  Media,  and  Communications  Group  (EMC) — This  group  provides  consulting  for 
entertainment,  media,  wireless  and  communications  companies.  Price  Waterhouse  has  more  than  1,000 
consultants  worldwide  in  EMC  addressing  the  convergence  of  the  entertainment,  media  and 
communications  industries. 

• Technology  Industry  Group — This  group  provides  a range  of  audit,  business  advisory,  tax  planning  and 
compliance,  and  management  consulting  services  to  clients  in  six  major  industry  segments: 

o Semiconductors 
o Software 

o Computers  and  peripherals 
o Life  sciences 

o Networking  and  communications 

o Other — aerospace,  photographic,  multimedia,  Internet,  and  other  technology  sectors 

• Products  Industry  Services — provides  professional  services,  primarily  regarding  supply  chain  issues,  to 
product  companies. 

o The  Products  Group’s  ABS  and  Tax  consultants  provide  cost  management,  financial  analysis, 
business  assurance,  globalization,  and  risk  management  services, 
o The  Products  IT  group  has  a center  of  excellence  providing  reference  materials  and  a dedicated 
staff  to  monitor  new  supply  chain  management  applications  and  major  enhancements  to  existing 
products. 

o The  Advanced  Systems  Engineering  and  Development  Tools  group  analyzes  information 
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technology  needs  related  to  the  use  of  advanced  development  tools,  techniques,  and 
methodologies. 

• Government — Price  Waterhouse’s  Office  of  Government  Services  provides  consulting  services  to  improve 
the  service  delivery,  operations,  and  management  of  public  sector  organizations  at  the  federal,  state, 
local,  and  international  levels. 

MCS  Services 

Business  Process  Transformation 

• Market  and  customer  management 

• Financial  and  cost  management 

• Supply  chain  management 

• Human  resource  management 

Change  Integration®  Practice 

<>  Price  Waterhouse’s  proprietary  methodology  advocates  that  organizations  maximize  business 
performance  by  focusing  on  strategic  change,  organizational  change  and  process  change.  The 
methodology  subdivides  its  change  ‘levers’  as  follows: 
i'  Strategic  change:  customers  & markets,  products  & services 
«•  Organizational  change:  structure,  people  & culture 
*’  Process  change:  business  process,  systems  technology 

Information  Technology  Consulting 

o IT  planning  and  assessment — The  Information  Technology  Services  group  uses  the  PW  Systems 
Management  Methodology  (SMM),  a proprietary,  structured  IT  approach,  to  plan,  develop,  and 
implement  strategic  information  systems. 
o Systems  integration 

v Packaged  systems  solutions  and  systems  integration — SAP,  Baan,  Oracle,  and  PeopleSoft. 

<>  The  Global  Data  Warehousing  Practice  offers  comprehensive  data  warehousing,  data  mining , and 
knowledge  management  services 

Knouledge  Management  Consulting 

Consulting  in  this  area  is  aimed  at  enhancing  organizational  performance  through  the  location,  harvesting  and 
shar  ng  of  information  knowledge.  Price  Waterhouse  has  developed  a proprietary  methodology,  Knc  wledge3, 
and  a system,  KnowledgeView,  for  organizing  corporate  knowledge.  A business  process  classification  system 
developed  at  Price  Waterhouse,  the  International  Business  Language,  assists  the  knowledge  manag  ement 
process. 

Related  Service  Lines 

Audit  and  Business  Advisory  Services  (ABS) — Price  Waterhouse  LLP’s  ABS  group  provides  attest  and  related 
service  as  well  as  a range  of  business  advisory  services: 

« Accounting  and  Audit-Related  Services,  including  accounting  and  reporting  systems  design  and 
implementation,  and  licensing  of  proprietary  audit  and  accounting  computer  software 
o Financing-Related  Services 

u Joint  Ventures,  Mergers  and  Acquisitions,  and  Reorganization  Services 
» Operational  Reviews 

• Regulatory  Advisory  Services 

• Business  Risk  Management 

Business  Process  Outsourcing 
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Outsourcing  of  finance  and  accounting,  internal  audit,  tax  compliance,  applications  process, 
procurement/sourcing,  customer  management,  supply  chain,  human  resources,  and  real  estate  management 
support  functions. 

Corporate  Finance  Services — Corporate  Finance  professionals  assist,  advise,  and  support  corporations,  financial 
investors,  and  lenders  throughout  their  transactions,  including  identifying  appropriate  acquisition,  divestiture, 
and  merger/strategic  alliance  candidates;  assisting  with  negotiations  and  post-transaction  services;  structuring 
tax-effective  deals;  and  providing  due  diligence  services. 

Tax  and  Legal  Services — Price  Waterhouse’s  Tax  and  Legal  Services  group  provides  planning  and  compliance 
offerings  in  the  areas  of  federal,  state  and  local,  and  international  tax: 

• Tax  strategy,  planning,  and  compliance 

• Tax  research,  monitoring,  and  reporting 

• Development  and  implementation  of  proprietary  software  that  automates  tax  planning,  accounting,  and 
compliance 

Clients 

A sampling  of  Price  Waterhouse’s  clients  worldwide  include: 

AT&T,  Amoco,  British  Petroleum,  Disney,  Gillette,  Guinness,  Pennzoil,  Philip  Morris,  Proctor  & Gamble,  Shell. 
Samsung  Motors,  and  Volvo. 

The  majority  of  Price  Waterhouse  LLP’s  clients  are  Fortune  500  and  Fortune  Service  500  multinationals  that 
are  based  in  the  U.S. 

Marketing  and  Sales 

Price  Waterhouse  maintains  dedicated  sales  and  marketing  personnel,  In  addition,  Price  Waterhouse  partners 
devote  a portion  of  their  time  to  business  development,  with  the  percentage  of  time  spent  on  selling  generally 
increasing  with  the  individual’s  position  or  level  within  the  firm. 

The  organization’s  primary  sources  of  leads  are  through  existing  client  references  and  vendor  alliances. 

Alliances 

Price  Waterhouse  has  alliances  with  a number  of  leading  companies,  including  Commerce  One,  Digital 
Equipment  Corporation,  Origin,  SAP,  Siebel  Systems  and  SmartPatents. 

Competition 

Major  competitors  include  Andersen  Consulting,  CAP  GEMINI  America,  Digital  Equipment  Corporation, 
Deloitte  & Touche,  EDS,  Ernst  & Young,  IBM,  and  KPMG. 

Assessment 

Price  Waterhouse  considers  its  strengths  to  include: 

• Global  focus  with  local  delivery  capabilities 

• Multidimensional  focus 

• Specialization  through  focus 

• Retention  of  key  staff 

Challenges  facing  the  company  in  the  coming  year  include: 
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• Utilizing  the  market  reach  and  complementary  skills  of  Coopers  & Lybrand  into  the  post-merger 
organization 

• Successfully  completing  acquisitions 

• Growing  the  Business  Process  Outsourcing  practice  into  new  industries  and  practice  areas 

• Maintaining  high  growth  in  international  markets 


INPUT  feels  that  Price  Waterhouse  is  well  prepared  for  the  merger  with  Coopers  & Lybrand.  Price  Waterhouse 
sees  the  merger  as  an  expansion,  and  improvement,  of  their  capabilities  worldwide.  The  merged  entity  of  Price 
Waterhouse  and  Coopers  & Lybrand  will  maintain  a commanding  share  of  the  tax  and  audit  business  and  will 
be  increasingly  attractive  for  large-scale  information  technology  projects,  thereby  realizing  the  stated  promise 
to  create  a company  with  an  unprecedented  array  of  services.  Not  bad  for  just  over  150  years  of  work. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hofrine@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

08/01/1997 

Headquarters 

510  Huntmar  Park  Drive 
Herndon,  VA  22070 
U.S. 

United  Kingdom  Office 

Chairman/ 

Pres/CEO: 

Status: 

Employees: 

Revenue: 

Summary  Info 

William  L.  Schrader 
Public 

515(12/1996) 

$ 89.8  mil 

Brookmount  Court 
Kirkwood  Road 
Cambridge  CB4  2QH 
United  Kingdom 

Phone:  Fax: 

(703)  904-4100  (703)  904-4200 

Company  Web  Site: 

http://www.psi.net 

Year  End 

Dec-1996 

Key  Points 

• PSINet  provides  Internet  access  services,  software 

products,  and  associated  support  services  to  organizations 

individuals  throughout  the  U.S.  and  internationally. 

• In  July  1997,  PSINet  and  IXC  Communications,  Inc.  entered  into  a strategic  alliance  whereby  PSINet  will  use 
10,000  OC-48  equivalent  route  miles  of  fiber  bandwidth  in  exchange  for  a 20%  stake  in  PSINet.  The  companies 
signed  a long-term  marketing  agreement. 

• In  June  1997,  PSINet  U.K.,  one  of  PSINet’s  subsidiaries,  moved  from  a traditional  field  sales  approach  to  an 
exclusively  office-based  sales  strategy. 

• In  May  1997,  PSINet  announced  the  availability  of  eCommerce,  a secure  commerce  service,  which  provides  a 
solution  for  merchants  wanting  to  establish  a storefront  on  the  Web. 

• In  February  1997,  PSINet  sold  all  of  its  issued  and  outstanding  capital  stock  of  its  wholly  owned  subsidiary 
InterCon  Systems  Corporation  to  Ascend  Communications,  Inc. 

• In  January  1997,  PSINet  announced  an  agreement  to  provide  Internet  service  to  WebTV  Networks,  Inc.,  the  fi 
company  to  enable  the  delivery  of  Internet  content  to  television. 

Company  Description 


PSINet  (formerly  Performance  Systems  International,  Inc.),  founded  in  1989,  is  a provider  of  turnkey  corporate  Intern 

and  intranet  access,  managed  security  services,  electronic  commerce  solutions,  and  Web  hosting  services. 

PSINet;  offers  a variety  of  Internet  access  services  and  products. 

• The  company’s  PSINet  network  offers  high-speed  access  to  the  Internet  from  more  than  349  points  of  presence 
(POP)  in  the  U.S.,  Canada,  Europe,  and  Asia. 

• Internet  access  options  range  from  high-speed  modem  dial-up  and  Integrated  Services  Digital  Network  (ISDN) 
telecommuters  and  small  office  LANs  to  dedicated  high-speed  circuits  for  corporate  activity. 

• As  part  of  the  PSINet  network,  the  company  offers  a Web  browser,  guided  navigation  tools  to  various  Internet 
services,  Internet  access  security  services,  and  chent  software  products  designed  to  facilitate  access  to  and  use 
Internet. 

• Additionally,  PSINet  offers  Web  hosting  services,  training,  and  third-party  design  and  consulting  services. 

Organization  and  Structure 

PSINet,  with  offices  in  eight  countries  in  North  America,  Asia,  and  Europe,  is  headquartered  in  in  Herndon  (VA). 

Regional  U.S.  offices  are  located  in  Cambridge  (MA),  Chicago  (IL),  New  Cumberland  (PA),  and  Santa  Clara  (CA).  The 
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PSINet  Network  Information  and  Support  Center  is  located  in  Troy  (NY). 

PSINet’s  officers  are  listed  in  Exhibit  1. 

Exhibit  1 


PSINet 

Key  Executives 


Name 

Title 

William  L.  Schrader 

Chairman,  President,  & CEO 

David  N.  Kunkel 

Senior  VP,  General  Counsel 

Harold  S.  Wills 

Executive  VP,  COO 

Edward  D.  Postal 

VP  and  CFO 

James  "Chuck" 
Davin 

VP  and  CTO 

Mitchell  Levinn 

VP,  Network  Operations 

John  F.  Kraft 

VP,  Wholesale  Network  Services 

Mark  S.  Fedor 

VP,  Engineering 

Mary-Ann  Carolan 

VP,  Customer  Administration 

David  L.  Hudson 

VP,  Business  and  Product  Development 

Rick  Frizalone 

VP,  Corporate  Sales 

Source:  PSI 


PSINet  has  the  following  wholly-owned  subsidiaries: 

• PSINet  Publishing  Corporation,  headquartered  in  Herndon  (VA),  provides  PSIWeb  hosting  service. 

• PSINet  Security  Services,  headquartered  in  Herndon  (VA),  provides  a full  range  of  security  solutions,  includin 
firewall  software  and  encryption  and  authentication  capabilities. 

• PSINet  Limited,  headquartered  in  Markham,  Ontario  (Canada)  offers  access  to  the  Internet  from  more  than  1 
POPs  across  the  country. 

• PSINet  Japan  KK  is  headquartered  in  Tokyo  (Japan),  and  provides  local  access  in  Japan’s  three  largest  cities: 
Tokyo,  Yokohama,  and  Osaka. 

• PSINet  UK  Ltd.,  in  Cambridge  (England),  is  the  hub  for  PSINet’s  POPs  in  the  U.K.  The  company  offers  local  c 
access  to  all  the  businesses  in  England,  Wales,  Scotland,  and  Northern  Ireland. 

• PSINet  Europe  Ltd.,  comprised  of  the  following: 

• PSINet  Belgium  S.P.R.L.,  in  Brussels  (Belgium) 

• PSINet  Germany  GmbH,  in  Frankfurt  am  Main  (Germany) 

• PSINet  Europe  Limited  - Dublin  Office  (Ireland) 

Employees 

As  of  March  14,  1997,  PSINet  had  515  employees,  compared  to  550  in  August  1996,  segmented  as  follows: 
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Technical  positions 

239 

Marketing  and  sales 

177 

Administration 

99 

Total 

515 

Company  Strategy 

PSINet’s  strategy  is  to  offer  geographically  dispersed,  reliable,  competitively  priced,  high-speed  Internet  access  to  mor 
sophisticated  users. 

The  company’s  objective  is  to  be  the  leading  full-service  provider  of  Internet  solutions  to  organizations  and  individuals 
worldwide. 

By  offering  Internet  access  options,  software  applications,  and  consulting  and  security  services,  PSINet  seeks  to  fulfill 
customers’  Internet  needs. 

Key  elements  of  the  company’s  strategy  are  to: 

• Provide  high-performance  Internet  services  through  a robust  network 

• Provide  customer-driven,  high-value  service  offerings  to  businesses 

• Continue  international  expansion  in  support  of  customer  needs 

• Expand  its  customer  base  through  focused  marketing  and  active  customer  service 

• Accelerate  growth  and  enhance  service  offerings  through  potential  acquisitions,  strategic  alliances,  and  busine 
relationships 

Diveslitures 

In  February  1997,  PSINet  its  wholly  owned  software  subsidiary,  InterCon  Systems  Corporation,  to  Ascend 
Communications,  Inc. 

• InterCon  Systems,  acquired  in  July  1995,  is  a developer  and  marketer  of  standards-based  corn  ectivity  softwar 
products  for  Windows  and  Macintosh  personal  computers. 

• This  divestiture  is  intended  to  improve  PSINet’s  business  focus  on  its  core  corporate  Internet  service  offerings. 

Financials 

Total  1996  revenue  reached  $89.8  million,  a 132%  increase  over  1995  revenue  of  $38.7  million.  This  increase  in  reven 
resulted  from  an  increase  in  corporate  accounts  from  8,200  in  1995  to  17,800  in  1996. 

Net  losses  were  $55.0  million  in  1996  compared  to  $53.2  million  in  1996.  The  continued  net  loss  in  1996  reflects  PSIN 
strategy  of  investing  in  the  expansion  of  the  PSINet  network  infrastructure  in  order  to  position  the  company  to  compe 
the  Internet  market  domestically  and  internationally. 

A five-year  financial  summary  is  shown  in  Exhibit  2. 

Exhibit  2 


PSINet,  Inc. 

Five-Year  Worldwide  Financial  Summary 
($  Millions,  except  per-share  and  -employee  data)  (Fiscal  Year) 
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Item 

1996 

1995 

1994 

1993 

1992 

Revenue 

$89.8 

$38.7 

$15.2 

$8.7 

• Percent  change  from  previous  year 

132% 

61% 

75% 

36% 

Income  (loss)  before  taxes 

$(55.1) 

$(53.2) 

$(5.3) 

$(2.2) 

• Percent  change  from  previous  year 

(3.6%) 

(1103%) 

(141%) 

(219%) 

Net  income  (loss) 

$(55.1) 

$(53.2) 

$(5.3) 

$(1.9) 

• Percent  change  from  previous  year 

(3.6%) 

(1103%) 

(179%) 

(542%) 

Revenue  per  employee 

$174,369 

$70,363 

N/A 

N/A 

Earnings  (loss)  per  share 

$(1.40) 

$(1.78) 

$(0.26) 

N/A 

• Percent  change  from  previous  year 

21% 

(585%) 

N/A 

N/A 

Source:  PSI 


Source  of  Revenue  by  Product/Service 

The  majority  of  PSINet’s  1996  revenue  was  derived  from  Internet  access  services.  In  1995,  approximately  87%  ($33.7 
million)  of  PSINet’s  revenue  was  derived  from  Internet  access  services  and  13%  ($5  million)  from  software  products  (d 
the  acquisitions  of  InterCon  Systems  and  Software  Ventures). 

1.  Interim  Results 

Revenue  for  the  six  months  ending  June  30,  1997  was  $55.1  million,  up  38%  from  $39.8  million  during  the  same  perio 
1996.  Net  losses  were  $20.6  million,  compared  to  net  losses  of  $25.8  million  for  the  same  period  in  1996. 

Market  Financials 

PSINet’s  revenue  is  derived  from  providing  Internet  access,  services,  and  products  to  organizations  and  individuals. 

Clients  are  in  aerospace,  finance,  communications,  computer  data  processing,  and  related  industries,  and  include 
governmental  agencies,  educational  and  research  institutions,  and  other  Internet  service  providers  (ISPs). 

Geographic  Markets 

The  majority  of  PSINet’s  1996  revenue  was  derived  from  the  U.S.  In  1995,  about  90%  of  the  company’s  revenue  was  d 
from  the  U.S. 

Key  Products  and  Services 

PSINet  Services 

PSINet  offers  a range  of  Internet  access  options  and  related  services  in  a variety  of  prices  designed  to  meet  the  needs 
organizational  and  individual  customers. 

The  company’s  Internet  services  are  designed  to  meet  the  requirements  of  commercial,  educational,  and  governmental 
organizations  that  link  their  computers,  LANs,  and  information  servers  to  the  Internet. 

Internet  Services 

Principal  Internet  services  for  organizations  include  the  following: 
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• InterFrame  enables  direct,  high-speed,  continuous  connection  of  an  organization’s  LAN  to  the  PSINet  network 
the  Internet  using  the  customer’s  dedicated  circuits  at  speeds  from  56  kbps  to  3 mbps.  Monthly  service  charges 
range  from  $295  to  $3,795. 

• LAN-on-Demand  provides  customer-initiated  TCP/IP  connectivity  and  access  to  the  Internet  linking  customers 
LANs  to  the  PSINet  network.  Monthly  service  charges  range  from  $145  to  $295,  depending  on  the  speed  of  ser 
offered. 

• UUPSI  is  PSINet’s  basic  introductory  service  that  links  organizational  customers’  LANs  and  hosts  to  the  PSIN 
network  and  the  Internet  through  dial-up  connections  at  speeds  of  up  to  28.8  kbps.  It  provides  customers  with 
mail,  USENET  news,  and  file  transfer.  The  monthly  service  charge  is  $50. 

• InterMAN  provides  direct  connectivity  of  a customer’s  LAN  at  speeds  of  1.54  mbps  to  45  mbps  by  using  the  hig 
bandwidth,  fiber  optic  SMDS  switching  fabric  available  in  many  metropolitan  areas.  This  service  provides  dire 
access  to  many  Internet  applications,  such  as  USENET  news,  video  conferencing,  and  the  Web.  Standard  mont 
service  charges  range  from  $1,200  to  $12,000,  depending  on  the  speed  of  the  service. 

• PSI  IntraNet  is  a turnkey  solution  that  allows  private,  high-speed  continuous  connection  of  an  organization’s 
multiple  sites  using  the  customer’s  dedicated  circuits.  Security  policies  regulate  the  flow  of  information  betwee 
customer’s  private  intranet  and  the  global  Internet.  Standard  monthly  charges  range  from  $475  to  $2,750  per  s 

• PSINet  WebStart  is  PSINet’s  turnkey  solution  for  corporate  customers  to  establish  their  own  presence  on  the 
Internet.  Charges  range  from  $750  to  $1,250,  depending  on  the  number  of  Web  pages  developed  and  the 
development  complexities. 

• PSIWeb  eCommerce  is  an  integrated  electronic  commerce  solution  for  corporate  customers,  using  CyberCash 
payment  services  and  Mercantec’s  SoftCart  shopping  cart  software.  PSINet  eCommerce  enables  the  company’s 
customers  to  take  orders  over  the  Internet  for  products  and  services  24  hours  a day  without  geographic  and  ti 
zone  restrictions.  Monthly  service  fees  range  from  $95  to  $195,  in  addition  to  the  PSIWeb  service  fees,  plus  1% 
value  of  transactions  processed. 

Internet  services  targeted  to  individual  subscribers  include  the  following: 

• InterRamp  Remote  Access  provides  direct  and  unrestricted  access  to  the  full  range  of  applications  available  on 
Internet,  including  e-mail,  file  transfer,  Web,  Mosaic,  Gopher,  and  news  services,  and  is  designed  to  accommod 
new  services  introduced  on  the  Internet  in  the  future.  Standard  monthly  charges  are  $29  for  unlimited  analog 
IB  ISDN  usage  and  $49  for  unlimited  2B  ISDN  access. 

• Pipeline,  available  only  outside  the  U.S.,  is  a flexible  Internet  access  service  that  features  easj  sign-up  and  a 
graphical  user  interface  for  Windows-  or  Macintosh-based  personal  computers.  It  employs  icons  and  basic  com 
to  give  users  point-and-click  access  to  a variety  of  Internet  services  and  functions.  Standard  m rnthly  charges  a 
$19.95  for  unlimited  use  or  $5  for  five  hours  and  $1.50  per  hour  for  use  over  the  five  hours  of  basic  service. 

• PSIWeb  is  a World  Wide  Web  hosting  and  design  service  targeted  at  publishers,  advertisers,  r :tailers,  and  oth 
organizational  customers.  It  is  a multimedia  Web  service.  Standard  monthly  service  charges  r.mge  from  $99  to 
$3,095,  depending  on  the  disk  storage  space  used.  The  top  speed  of  the  service  offered  will  add  $500  to  $3,000  t 
these  base  charges. 

Securi,  y Services 

PSINec  security  services  include  the  following: 

• RouteWaller  is  PSINet’s  managed  Internet  security  service,  designed  to  permit  general  access  to  public  section 
the  customer’s  network  but  to  permit  only  authorized  users  access  to  the  private  sections  of  the  customer’s  net 

• Gauntlet  is  a gateway  firewall  sublicensed  by  the  company  from  Trusted  Information  Systems,  Inc.  that  includ 
hardware,  security  software,  and  on-site  installation  and  24-hour  management  by  PSINet’s  Security  Planning 
Response  Team  (SPART). 

• SecureEnterprise  is  a managed  security  service  for  business  customers  connecting  private  networks  to  the  Inte 
provided  by  SPART.  It  is  an  integrated  solution  that  includes  security  systems,  security  policy  consulting, 
installation,  and  24  x 7 remote  monitoring,  management,  and  event  log  reporting  by  SPART. 

Value-Added  Services 

PSINet  recently  began  to  offer  productivity-enhancing  services  and  products,  including  the  following: 
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• The  PSINet  Internet  Paper  service  supports  distribution  of  documents  over  the  Internet.  This  service  enables 
document  delivery  to  be  more  efficient  and  allows  organizations  to  integrate  fax  communication  into  their 
information  systems  infrastructure.  Standard  monthly  service  charges  range  from  $50  to  $200,  depending  on  t 
frequency  of  use  of  the  service. 

• The  InterFrame  FasTrack  service  is  an  enhancement  to  PSINet’s  dedicated-access  InterFrame  service.  Throug 
InterFrame  FasTrack,  PSINet  offers  customers  LAN-on-Demand  service  on  an  interim  basis  until  the  dedicate 
circuit  for  their  InterFrame  service  is  ready.  Charges  for  this  service  range  from  a basic  charge  of  $390  to  $490, 
depending  on  the  connection  speed  of  service  offered. 

PSINet  Software 

As  a result  of  its  acquisitions  of  InterCon  Systems  and  Software  Ventures,  PSINet  offers  its  own  Internet  software 
applications  for  Windows  and  Macintosh  personal  computers. 

Software  products  targeted  at  organizations  include  the  following: 

• TCP/Connect  4 for  Windows  and  Macintosh  provides  worldwide  Internet  InterCon  Systems  connectivity  on  LA 
contains  a Web  browser,  e-mail  application,  file  transfer  application,  network  news,  and  terminal  emulation. 

• NFS/Share  provides  Macintosh  users  with  storage  and  file-sharing  capabilities  for  the  network. 

• InterServer  Publisher  is  a Macintosh-based  Internet  server  package  that  provides  small  and  medium-sized 
businesses  with  a turnkey  solution  for  establishing  a Web  site  and  publishing  on  it. 

• InterPPP  II  is  a multiplatform  software  solution  for  use  with  Macintosh  personal  computers  that  permits  remo 
users  to  establish  access  to  networks  that  support  point-to-point  protocol  (PPP). 

Software  products  targeted  to  individuals  include  the  following: 

• Internet  Valet  installs  and  configures  the  software  necessary  to  make  Windows  and  Macintosh  personal  compu 
Internet-ready.  It  includes  a Web  browser,  an  e-mail  application,  a news  service,  and  a search-and-retrieve 
application. 

• Microphone  is  an  Internet  access  software  application  for  Windows  and  Macintosh  personal  computers  that  co 
a user  interface,  file  transfer  application,  private  bulletin  board  system,  terminal  emulation,  and  other  feature 

The  PSINet  Network 

Comprised  of  approximately  350  POPs  as  of  March  14,  1997,  the  PSINet  network  provides  customer  access  to  the  Inte 
in  the  U.S.,  Canada,  Europe,  and  Asia  through  dedicated  phone  lines  or  by  calling  a local  telephone  number  (dial-up) 
through  a modem  to  the  nearest  PSINet  POP. 

Once  the  customer  is  connected,  the  traffic  is  routed  through  the  network  infrastructure  to  the  desired  Internet  locatio 
whether  on  PSINet’s  network  or  elsewhere  on  the  Internet. 

Marketing  and  Sales 

In  June  1997,  in  order  to  help  manage  growth,  PSINet  U.K.  moved  from  a traditional  field  sales  approach  to  an  exclus 
inside-sales  force. 

• The  company  increased  its  sales  personnel  headcount  by  16  over  the  past  few  months. 


PSINet  U.K.  also  established  a new  channel  program  and  formed  partnerships  with  leading  VARs  such  as  Computace 
and  Morse,  and  a number  of  niche  companies  like  InteResource. 

In  April  1996,  PSINet  announced  a revised  marketing  strategy  to  service  the  rapidly  changing  and  increasingly  compe 
consumer  Internet  on-line  and  professional  marketplace  with  the  introduction  of  a new  consumer  service  catering  to 
Internet  customers  who  are  both  experienced  computer  users  and  Internet  veterans. 

Clients 
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As  of  March  14,  1997,  PSINet  had  approximately  19,500  corporate  clients. 

A sample  of  clients  includes  American  Airlines,  Cascade  Communications,  Fairchild  Space  & Defense,  Motorola,  Mag 
PBS,  the  Peace  Corps,  Sybase,  US  Robotics,  and  Xerox. 

Alliances 

PSINet  has  established  relationships  with  various  vendors  in  related  industries  to  enhance  and  improve  the  company’ 
service  offerings  and  the  PSINet  network.  Recent  alliances  include  the  following: 

In  July  1997,  PSINet  announced  that  it  had  signed  a 20-year  agreement  with  Austin  (TX)-based  IXC  Communications 
to  acquire  the  right  to  use  10,000  OC-48  equivalent  route  miles  of  fiber  bandwidth  in  exchange  for  a 20%  stake  in  PSI 

• OC-48  fiber  carries  the  equivalent  of  2.4  billion  bits  per  second,  approximately  50  times  faster  than  typical  bac 
speeds  of  T3  currently  in  use  on  the  Internet. 

• In  connection  with  the  agreement,  IXC’s  chairman,  president,  and  CEO,  Ralph  J.  Swett,  will  join  the  PSINet  b 
of  directors. 

• PSINet  also  signed  a long-term  reselling  agreement  with  IXC,  whereby  PSINet  will  sell  its  Internet  access  and 
value-added  services  through  IXC. 

In  Junj  1997,  PSINet  and  Viatel,  Inc.,  a long-distance  telecommunications  provider,  announced  a pan-European  co- 
marketing partnership  to  expand  and  facilitate  Internet  access  to  corporate  clients  in  key  mainland  European  market 

• According  to  the  terms  of  the  agreement,  Viatel  will  provide  PSINet  with  access  to  high-speed  managed  bandw 
circuits,  dial-up  access  facilities,  and  managed  services  in  selected  European  cities. 

• This  alliance  provides  PSINet  with  the  opportunity  to  target  Viatel’s  small  and  medium-sized  enterprise  custo 
(SME). 

In  May  1997,  nine  of  the  nation’s  major  ISPs  announced  the  formation  ofIOPS.ORG,  a group  of  ISPs  dedicated  to  ma 
the  commercial  Internet  more  reliable. 

• The  companies  will  focus  on  resolving  and  preventing  network  integrity  problems,  addressing  issues  that  requi 
technical  coordination,  and  technical  information  sharing  across  and  among  ISPs. 

• The  founders  include  ANS  Communications,  AT&T,  BBN  Corporation,  Earth  Link  Network,  GTE,  MCI,  NETC 
PSINet,  and  UUNET. 

In  December  1996,  PSINet,  Proteon,  and  Tech  Data  formed  an  alliance  to  bring  complete  Internet  access  packages  to 
resellers. 

Also  in  December  1996,  PSINet  teamed  with  NetCentric  to  introduce  PSINet  Internet  Paper. 

Other  select  relationships  include  the  following: 

• CyberCash  and  PSINet  have  formed  an  alliance  to  provide  PSIWeb  customers  with  a payment  system  for  proce 
transactions  electronically. 

• Mercantec,  Inc.  and  PSINet  have  formed  an  alliance  to  provide  PSIWeb  eCommerce  customers  with  Mercantec 
SoftCart  shopping  cart  software,  which  offers  a solution  for  incorporating  an  on-line  "virtual  storefront"  within 
customer’s  Web  site. 

• Mpath  Interactive  and  PSINet  have  formed  an  alliance  to  bring  interactive  applications  to  the  Web  through 
PSINet’s  network. 

• PSINet  has  a master  reseller  contract  with  XLConnect  Solutions,  Inc.  whereby  XLConnect  recruits  and  provid 
direct  sales  support  to  resellers  of  PSINet’s  connectivity  services.  There  are  currently  more  than  100  value  add 
resellers  in  the  XLConnect  VAR  program. 

PSINet  also  has  alliances  with  Hansol  Telecom  of  South  Korea,  NetManage,  VocalTec,  Microprose  Software  Studio, 
TenFour  E-Mail  Gateway,  Quarterdeck  Iware  Connect,  and  Proteon  Globetrotter  Router. 
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Competition 

PSINet  competes  with  the  following  categories  of  companies: 

• Other  Internet  access  providers — NETCOM  On-Line  Communications  Services,  MFS/UUNET  Technologies,  an 
Bolt  Beranek  & Newman,  Inc. 

• Telecommunications  companies — AT&T  Corp.,  MCI  Communications  Corp.,  WorldCom,  Inc.,  Sprint,  the  region 
Bell  operating  companies,  and  various  cable  television  companies 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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08/01/1996  Headquarters 

13160  Mindanao  Way 
Marina  del  Rey,  CA  90292 
U.S. 

Phone:  Fax: 

(310)309-3700  (310)308-4218 

Company  Web  Site: 

http://www.qdeck.com 

Key  Points 


Summary  Info 

Frank  W.T.  LaHaye 
Gaston  Bastiaens 


Chairman: 

President: 

Status: 

Employees: 

Revenue: 

Year  End 


Public 

960  (09/1996) 
$ 133.1  mil 

Sep-1996 


* Quarterdeck  Corporation  (formerly  Quarterdeck  Office  Systems)  is  a developer  of  software  products  in  the  utilities  and 
Internet  areas.  The  company  produces  utilities  solutions  for  the  Windows  environments,  and  offers  a line  of  Internet  and 
communication  tools  for  corporate,  small  business,  and  individual  users. 

« In  July  1996,  Quarterdeck  acquired  Vertisoft  Systems,  Inc.,  a developer  and  publisher  of  utility  software  and  a leading 
direct  mail  marketer. 

« In  June  1996,  Quarterdeck  and  La  Poste,  the  French  national  postal  service,  announced  a new  collaboration  to  offer 
access  to  telepost  services  via  the  Internet;  additionally,  the  company  announced  that  it  was  consolidating  all  company 
operations  into  two  divisions:  Internet  and  Utilities. 

i Also  in  June  1996,  Quarterdeck  acquired  Limbex  Corporation,  developer  of  WebCompass,  and  completed  its  acquisition 
of  FutureLabs,  Inc.,  a developer  of  collaborative  computing  technology. 

■ In  March  of  1996,  the  company  acquired  Datastorm  Technologies,  developer  of  the  communications  package 
PROCOMM  Plus. 

« Also  in  March  1996,  Quarterdeck  completed  a private  placement  of  $25  million  of  6%  Convertible  Subordinated  Notes 
to  be  used  for  general  corporate  purposes,  including  acquisitions  and  related  activities. 

« In  January  1996,  Quarterdeck  named  Frank  R.  Greico  Chief  Financial  Officer  and  Senior  Vice  President,  and  Eoin 
Gilley  as  Vice  President  of  Operations  for  its  European  operating  company. 

Company  Description 


Incorj  lorated  in  1 992,  Quarterdeck  Corporation's  mission  is  to  make  easy-to-use  software  that  lets  users  enhance  an  d control  their 
systei  is. 


«•  Historically,  the  company's  primary  business  was  the  memory  management  market  for  DOS  and  Windows 
* The  company's  current  focus  is  on  the  development,  marketing,  and  support  of  computer  software  products  in  two 
strategic  business  areas— utilities  and  the  Internet. 

Structure  and  Operations 


Quarterdeck  is  headquartered  in  Marina  del  Rey  (CA). 

Domestically,  the  company  also  has  a Development  Center  in  Mountain  View  (CA),  its  Quarterdeck  Select  subsidiary  in 
Clearwater  (FL),  and  its  StarNine  subsidiary,  located  in  Berkeley  (CA). 

Quarterdeck's  international  division,  Quarterdeck  International,  Ltd.,  is  located  in  Dun  Laoghaire,  Ireland. 

The  company  has  international  offices  in  Chelmsford,  Essex,  United  Kingdom;  Paris,  France;  Dusseldorf,  German)';  and  Loftus, 
New  South  Wales,  Australia. 

Quarterdeck's  key  executives  are  listed  below: 

Quarterdeck  Corporation 
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Key  Executives 


Name 

Title 

Gaston  Bastiaens 

President  and  CEO 

Robert  D.  Kutnick 

Sr.  VP  Strategic  Business  Development  & CTO 

James  D.  Moise  Sr.  VP  & President  Quarterdeck  USA/Rest  of  World 

Eoin  Gilley 

VP  of  Operations  Quarterdeck  International 

Frank  R.  Greico 

Sr.  VP  & CFO 

Stephen  W.  Tropp 

Sr.  VP  Internet  Services 

Koen  Bouwers 

VP  Internet  Division 

Alexander  Eckelbery 

VP  Utilities 

Walter  W.  Ethier 

VP  Worldwide  Operation 

iRonald  B.  Hammond 

VP  Finance 

Emerick  M.  Woods 

VP  & GM  Internet  Solutions 

jEllen  Spooren 

VP  Corporate  Communications 

Alex  Jacobson 

VP  Information  Management  Unit 

Company  Strategy 


Quarterdeck's  strategy  is  to  expand  and  diversify  its  product  and  service  offerings  by  developing  or  acquiring  leading  products 
and  services  in  its  two  strategic  business  areas:  utilities  and  the  Internet. 

Market  Strategy 

Quarterdeck  uses  multiple  distribution  channels  to  deliver  its  products  worldwide,  including  software  distributors  and  dealers, 
value-added  resellers,  systems  integrators,  original  equipment  manufacturers,  direct  telemarketing,  and  through  the  Internet. 

Product  Strategy 

Each  of  Quarterdeck's  business  units  is  responsible  for  its  own  product  planning,  design,  development,  documentation,  and 
quality  assurance. 

Quarterdeck  uses  strategic  acquisitions  and  investments  to  provide  certain  technology  and  products  for  its  overall  product 
strategy  and  to  reduce  time  to  market. 


Outside  contractors  and  externally  licensed  or  acquired  components  are  used  for  aspects  of  the  product  development  process. 

Over  the  past  two  years,  Quarterdeck  has  completed  a number  of  acquisitions  of  companies  and  products,  and  expects  to  acquire 
other  companies  and  products  in  the  future. 

Financials 


Quarterdeck's  revenue  for  the  fiscal  year  ending  September  30,  1 995  was  approximately  $70.7  million,  an  85%  increase  of  $38.3 
million  for  fiscal  1994. 

In  the  four-year  summary  that  follows,  financials  have  been  restated  to  reflect  the  activities  of  subsidiaries  and  pooling-of- 
interests  acquisitions. 


Quarterdeck  Corporation 
Four-Year  Financial  Summary  (a) 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

Revenue 

$70.7 

$38.3 

$52.2 

$55.0 
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• Percent  change  from 
previous  year 

85% 

(27%) 

5%) 

N/A 

Income  (loss)  before  taxes 

$4.3 

$(24.9) 

$1.9 

$13.9 

• Percent  change  from 
previous  year 

117% 

* 

(87%) 

N/A 

Net  income  (loss) 

$4.1 

$(18.9) 

$1.2 

$9.1 

• Percent  change  from 
previous  year 

122% 

* 

(86%) 

N/A 

Earnings  (loss)  per  share 

$0.16 

$(0.82) 

$0.05 

$0.45 

• Percent  change  from 
previous  year 

120% 

* 

(88%) 

N/A 

* Percent  change  is  greater  than  1,000%. 

a)  19  >5,  1994,  and  1993  figures  have  been  restated  to  reflect  the  activities  of  subsidiaries  and  pooling  adjustments. 

Quart  srdeck  endured  a downward  swing  in  revenues  from  1 992  to  1 994,  but  the  company's  expansion  of  its  focus  and  its 
product  offerings  have  since  resulted  in  a positive  swing  in  the  company's  financial  results. 

Company  management  attributes  revenue  growth  primarily  to  the  broadening  of  Quarterdeck's  product  portfolio  th  ough  product 
devel  tpment  and  acquisitions. 

Research  and  development  costs,  consisting  primarily  of  salaries  and  benefits  and  consulting  fees  to  support  produi  t 
development,  were  $8.5  million  in  1995  and  $4.1  million  in  1994,  a 107%  increase. 

Interim  Results 

Revenue  for  the  first  nine  months  of  1996,  restated  for  acquisitions,  was  $105.7,  a 22%  increase  from  the  $86.3  million  reported 
in  rev  enue  for  the  first  nine  months  of  1 995. 

v The  company  generated  a net  loss  during  its  first  nine  months  of  $ 1 9.4  million,  a 276%  decrease  from  the  ! 1 1 1 million  in 
net  income  generated  in  1 995. 

i Quarterdeck  management  attributes  the  losses  to  a decline  in  sell-through  levels  for  memory  management  ] roducts  and  a 
decline  to  historic  rates  of  sell-through  PROCOMM  PLUS  data  communications  software. 

Geographic  Markets 


Approximately  78%  of  Quarterdeck's  fiscal  1995  revenue  was  derived  from  the  U.S.  and  22%  from  international  sources. 
A three-year  geographic  source  of  revenue  summary  follows: 


Quarterdeck  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Geographic  Area 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$55.4 

78% 

$29.0  | 

76% 

$43.6 

83% 
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Europe 

10.1 

14% 

5.8 

15% 

7.7 

14% 

Other  international 

5.2 

8% 

3.5 

9% 

1.2 

3% 

Total 

$70.7 

100% 

$38.3 

100% 

$52.5 

100% 

Acquisitions 


A primary  component  of  Quarterdeck's  repositioning  and  expansion  of  its  product  line  has  been  the  acquisition  of  other 
companies  or  their  component  technologies. 

Quarterdeck  uses  strategic  acquisitions  and  investments  to  provide  certain  technology  and  products  for  its  overall  product 
strategy. 


In  1996,  Quarterdeck  made  the  following  acquisitions: 


• In  July,  Quarterdeck  acquired  Vertisoft  Systems,  Inc.,  a developer  and  publisher  of  utility  software  and  a direct  mail 
marketer,  for  3.5  million  shares  of  Quarterdeck  common  stock. 

• In  June  1996,  the  company  acquired  Limbex  Corporation,  a developer  of  the  WebCompass  product  line,  for 
approximately  $16  million  in  stock.  The  Limbex  team  will  combine  with  core  developers  from  Quarterdeck  to  comprise 
Quarterdeck's  new  Information  Management  business  unit. 

• In  May,  Quarterdeck  acquired  FutureLabs,  Inc.,  a Los  Altos  (CA)  developer  of  real-time  collaborative  technology  that 
allows  two  or  more  people  to  work  together  on  an  application  or  document.  The  acquisition,  financed  by  750,000 
Quarterdeck  shares,  offers  Quarterdeck  a springboard  into  the  collaborative  computing  market  and  will  enhance  the 
collaborative  abilities  of  WebTalk. 

• In  March,  Quarterdeck  acquired  Columbia  (MO)-based  Datastorm  Technologies,  developer  and  worldwide  marketer  of 
the  PROCOMM  brand  of  communications  software.  Quarterdeck  issued  approximately  5.2  million  shares  of  its  stock  to 
finance  the  acquisition,  which  facilitates  the  company's  collaborative  computing  and  communications  strategy. 


Quarterdeck  also  made  numerous  acquisitions  in  the  1 995  fiscal  year: 


• In  December,  the  company  acquired  Inset  Systems,  Inc.  for  approximately  930,000  shares.  Inset  develops  and  markets 
graphics  utility  software  products  that  provide  comprehensive  graphic  file  management,  high-quality  conversions,  and 
screen  captures. 

• In  September,  Quarterdeck  acquired  Berkeley  (CA)-based  StarNine  Technologies,  Inc.,  a developer  of  Web  server 
technology  for  the  Apple  Macintosh  platform,  for  672,667  shares  of  common  stock. 

• Also  in  September,  Quarterdeck  acquired  Prospero  Systems  Research  for  1 50,000  shares.  Prospero  is  the  developer  of 
InterRelay  Chat  technologies  that  enable  live  interaction  and  multimedia  interactions  via  the  Web. 

• In  August,  the  company  acquired  Intemetware,  Inc.,  a developer  of  Internet  software  for  Novell  networks  and 
development  resources.  Quarterdeck  transferred  460,000  shares  and  enabled  the  company  to  add  its  IWare  product  line, 
which  began  shipping  in  September  1995. 

• In  June,  the  company  acquired  Landmark  Research  International  Corporation,  now  renamed  Quarterdeck  Select,  a 
utilities  management  software  (MagnaRAM,  WINProbe)  and  direct  marketing  provider,  based  in  Clearwater  (FL),  for 
3.5  million  shares  of  common  stock. 


Quarterdeck  also  made  strategic  investments  in  the  following  companies  during  the  1995  fiscal  year: 


• Lemout  & Hauspie  Products  NV,  a developer  of  speech  recognition  technology  for  commercial  applications 

• Intelligence  at  Large,  Inc.,  a developer  of  teleconferencing  and  collaborative  computing  technology 

Employees 


As  of  September  30,  1 995,  Quarterdeck  employed  532  people  worldwide. 

Key  Products  and  Services 


In  June  1 996,  Quarterdeck  announced  that  it  had  instituted  restructuring  that  consolidated  all  operations  into  two  divisions: 
Utilities  and  Internet. 
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Utilities  Division 

The  company's  utilities  products  work  to  enhance  the  performance  of  personal  computers  running  Microsoft  Windows  3.x, 
Windows  95,  Windows  NT,  and  DOS. 


The  primary  products  in  the  utilities  division  are  as  follows: 


• MagnaRAM  2 is  a 32-bit  program  that  combines  data  compression  technology  with  a proprietary  method  for  improving 
virtual  memory  speed.  MagnaRAM  provides  more  available  Windows  memory  for  Windows  95  and  3.x  without  having 
to  add  RAM  chips.  The  product  list  price  is  $39.95,  but  it  can  be  ordered  for  $29.95  from  the  Quarterdeck  company 
home  page. 

• CleanSweep  95  is  designed  to  enhance  the  performance  of  Windows  by  safely  finding  and  removing  outdated, 
unnecessary,  or  unwanted  files,  applications,  and  system  components,  thus  freeing  up  disk  space.  Features  include 
enhanced  intelligence,  full  native  support  of  a 32-bit  file  system,  and  the  ability  to  collect  programs  and  files  and 
transport  them  from  a desktop  to  a laptop  computer,  from  one  disk  to  another,  across  networks.  CleanSweep  95  lists  for 
$39.95  and  is  available  for  $29.95  at  the  company  home  page. 

• WINProbe  95  is  a troubleshooting  toolbox  designed  to  diagnose,  optimize,  and  help  clean-up  any  Windows  system. 
WINProbe  diagnoses  the  source  of  hardware  and  configuration  problems  through  testing  so  users  can  determine  the 
cause  of  hardware  problems,  and  it  provides  optimization  of  memory  and  system  resources.  WINProbe  95's  list  price  is 
$59.95;  $44.95  if  ordered  via  the  Quarterdeck  home  page. 

• QEMM  8 (Quarterdeck  Expanded  Memory  Manager)  is  a memory  manager  for  personal  computers  providing  more 
available  memory  for  Windows  95,  Windows  3.x  and  DOS.  QEMM's  list  price  is  $99.95,  or  can  be  ordered  directly 
from  Quarterdeck  via  the  company  home  page  for  $64.95. 

• SpeedyROM  uses  persistent  cache  technology  to  store  frequently  used  information  from  CD  ROMs  to  a special  hard 
disk  file,  thus  improving  the  speed  of  a user's  CD  ROM.  SpeedyROM  is  available  for  $39.95  from  the  Quarterdeck 
home  page,  or  for  its  list  price  of  $59.95. 

• HiJaak  95  integrates  its  graphics  technology  into  the  Windows  95  shell,  and  allows  users  to  view,  organize,  convert,  and 
print  graphics  without  running  a separate  application.  HiJaak  95's  list  price  is  $90  and  the  product  is  also  available  for 
$49.95  from  the  company  Web  site. 

<i  Fix-It  is  software  that  automatically  detects  and  corrects  application  conflicts,  hardware  configuration  problems,  and 
Windows  environment  problems.  Fix-It  supports  over  1,000  applications,  and  includes  an  online  directory  of  support 
contact  information  for  hundreds  of  software  and  hardware  manufacturers. 


Internet  Division 

Quart  erdeck's  Internet  division  focuses  on  products  and  services  relating  to  information  management, 
communications/collaboration,  and  Web-enabling  solutions. 


The  I itemet  Division  includes  the  following  products: 


i • WebCompass  is  a Web  search  device  that  allows  automatic  and  simultaneous  searches  of  multiple  user  requests. 
WebCompass  uses  multiple  search  resources  and  is  fully  compatible  with  all  browsers  and  search  engines.  The  product 
is  commercially  available  for  $49.95. 

i The  IWare  Family  of  Products  is  a line  of  products  providing  Internet  access  for  Novell  NetWare  LANs.  Currently 
available  products  in  the  IWare  line  are  IWare  Connect  and  IWare  IntemetSuite. 

o IWare  Connect  is  an  Internet  and  intranet  access  gateway  software  for  NetWare  LANs.  It  offers  a security 
firewall,  detailed  reporting  features,  and  installation  with  a single  IP  stack  and  address.  IWare  Connect  is 
available  at  a 1 00-user  license  level  for  $90  per  concurrent  user, 
o IWare  IntemetSuite  is  IWare  Connect  plus  FTP,  E-mail,  news,  Web,  Telnet,  and  server-based  installation  and 
licensing  for  applications.  IntemetSuite  has  a list  price  of  $120  per  concurrent  user  for  a 100-user  license. 

* GlobalChat  is  real-time  chat  software  that  can  be  used  from  the  Web.  GlobalChat  is  a standalone  program  that  works 
with  a Web  browser  to  provide  live  chat  when  connected  to  Global  Stage  or  IRC  servers.  Currently,  the  client  software 
can  be  downloaded  for  free  from  Quarterdeck's  home  page. 

* WebTalk  allows  two-way  voice  conversations  over  the  Internet  by  using  a user's  PC  like  a phone  and  transmitting  over 
a regular  phone  line. 

•>  The  PROCOMM  family  of  products  provides  access  to  Internet,  fax,  and  data  transmissions,  including  MCI  Mail 
Manager,  CompuServe  Manager,  and  Host  Mode,  which  allows  a user  to  ran  a single-line  bulletin  board  system. 
PROCOMM  Plus  3.0  carries  a list  price  of  $ 1 79,  or  $ 1 29  if  purchased  directly  from  Quarterdeck. 

* Total  Web  provides  a complete  Web  publishing  system,  comprised  of  a Web  authoring  tool  (WebAuthor  Pro),  image 
software  (Weblmage),  IntemetSuite  2,  server  software  (Webserver  for  Windows  3.x),  and  a system  control  center 
(WebSTAR  for  Windows  95  and  NT). 

* WebSTAR  for  Macintosh  is  a Web  server  for  Macintosh  that  allows  the  user  to  publish  hypertext  documents  and 
multimedia  from  a desktop.  WebSTAR  provides  control  over  multiple  servers  from  one  Macintosh  machine.  The 
product  carries  a list  price  of  $795,  or  $499  from  Quarterdeck. 

* TALKShow  is  conferencing  software  that  allows  users  to  exchange  and  edit  documents  and  graphics  with  multiple 
people  on  a real-time  whiteboard 
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• WebAuthor  2.0  allows  conversion  of  existing  documents  from  Word  to  HTML  for  the  Internet.  WebAuthor  supports 
HTML  2.0  as  well  as  Netscape  extensions,  and  has  a list  price  of  $69.95,  or  $49.95  from  the  Quarterdeck  home  page. 

• The  WebSTAR/SSL  Security  Toolkit  provides  encryption  support  for  creating  a secure  channel  that  prevents 
eavesdropping  on  Web  connections.  It  allows  users  to  publish  hypertext  documents  and  multimedia  securely  from  a 
desktop.  The  product  list  price  is  $895,  or  $599  directly  from  Quarterdeck. 

• WebSTAR  NT/95  is  a 32-bit  Web  server  for  Windows  NT  and  95  that  supports  all  popular  Web  browsers,  authoring 
tools,  image  maps,  CGI  forms,  and  MIME. 

• The  Quarterdeck  InternetSuite  contains  an  assortment  of  Internet  tools  including  Quarterdeck  Mosaic,  QFTP,  and 
QTerm. 

o Quarterdeck  Mosaic  is  a Web  browser  that  lets  a user  view  multiple  documents  at  once,  drag  to  hotlist  folders, 
add  notes  to  favorite  sites,  and  recall  viewed  sites. 

o Quarterdeck  File  Transfer  Protocol  (QFTP)  lets  users  copy  files  to  their  computer  and  transfer  files  to  others. 

o QTerm,  a Quarterdeck  telnet  connection  program,  lets  users  access  a remote  computer  from  anywhere  in  the 
world. 

• ListSTAR  Listserver  is  an  automated  E-mail  processor  for  the  Macintosh  that  allows  users  to  create  and  maintain 
Internet-style  mailing  lists,  automated  E-mail  response  systems,  and  direct  mailing  lists  on  the  Internet  and  Macintosh  E- 
mail  systems. 

• Quarterdeck  expertise  is  PC  X-Server  software  that  lets  a user's  Windows  PC  run  UNIX  programs  on  a remote  host. 

• Quarterdeck  Mail  is  a fully  integrated  messaging  system  for  communicating  to  anyone  on  a user's  network  or  the 
Internet. 

Clients 


A variety  of  companies  and  service  providers  use  Quarterdeck  products,  including  the  following: 


• Dell  Computer  preinstalls  Quarterdeck's  PROCOMM  Plus  3.0  on  its  computers. 

• Novell  will  use  a Quarterdeck  product  that  will  enable  Novell  NetWare  customers  to  access  their  internal  Web  servers 
via  Novell's  Internet  Protocol  exchange  (IPX)  protocol. 

• Global  Village  Communication,  Inc.  integrates  Quarterdeck  Mosaic  2 into  its  FocalPoint  communications  software  for 
Windows  95  and  Windows  3.1. Sales  and  Marketing 

Sales  and  Marketing 


Quarterdeck  provides  support  for  each  of  the  components  of  its  multiple  distribution  channels  in  a variety  of  ways: 


The  company  supports  its  distributors  and  dealers  by  targeting  end  users  directly  through  programs  designed  to  create  demand 
for  its  products,  including: 


• Worldwide  advertising  in  industry  magazines,  local  computer  newspapers  and  trade  journals 

• Direct  mail  campaigns  using  customer  response  cards,  sales  brochures,  and  postcards 

• Cooperative  channel  market  development  and  promotional  activities 

• Trade  show  and  user  group  participation 

Quarterdeck's  key  account  sales  force  educates  corporate  and  government  end  users  as  well  as  dealers  about  the  company's 
products. 

The  sales  organization  develops  leads  and  introduces  potential  customers  and  corporate  accounts  to  dealers  in  their  geographic 
area. 


The  sales  organization  also  provides  basic  product  support  and  training  directly  to  end  users. 

Quarterdeck  sells  its  products  to  major  software  distributors  for  resale  through  software  dealers.  The  company's  principal 
distributors  are  Ingram  Micro,  Inc.,  Tech  Data  Corporation,  and  Merisel,  Inc. 


Additionally,  the  company  distributes  internationally  through  the  foreign-based  subsidiaries  of  Ingram  Micro  and  Merisel,  Inc. 
as  well  as  through  a variety  of  other  international  distributors. 


Quarterdeck  estimates  that  it  has  more  than  35,000  distribution  outlets  selling  its  products  worldwide,  including  computer 
superstores,  office  warehouse  clubs,  software  specialty  stores,  consumer  electronics  stores,  mass  merchants,  general  warehouse 
clubs,  and  corporate  resellers. 
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Alliances 


Quarterdeck  has  developed  and  is  continuing  to  pursue  strategic  partnering,  licensing,  and  other  relationships  with  leading 
telecommunications  companies,  Internet  service  providers,  and  other  software  and  hardware  companies  with  complementary 
resources  and  technologies. 


A sample  of  the  companies  currently  involved  in  some  type  of  strategic  relationship  with  Quarterdeck  include  Virgin  Interactive 
Entertainment,  Inc.,  Adobe  Systems,  Inc.,  InContext  Corporation,  Verity,  Inc.,  Spyglass,  Inc.,  and  Infonautics  Corporation,  as 
well  as  the  major  U.S.  and  international  Internet  service  providers  (PSINet,  UUNet,  NETCOM). 


Specific  examples  of  Quarterdeck's  strategic  relationships  include  the  following: 


• Natural  Intelligence  and  Quarterdeck  have  a strategic  partnership  to  develop  a Java  machine  plug-in  for  Quarterdeck's 
WebSTAR  that  will  allow  Java  applets  to  execute  on  the  server  via  the  WebSTAR  Server  API. 

• Hayes  Microcomputer  Products,  Inc.  and  Quarterdeck  have  a strategic  relationship  in  which  Quarterdeck's  IntemetSuite 
2 and  WebTalk  are  bundled  with  the  Hayes  bps  ACCURA  consumer  line  of  modems. 

• JABRA  Corp.  and  Quarterdeck  have  a strategic  partnership  that  bundles  JABRA's  JABRA  PC  earpiece/microphone 
combination  with  Quarterdeck's  WebTalk  Internet  voice  communications  package. 

• Advanced  Micro  Devices  and  Quarterdeck  have  a strategic  relationship  whereby  Quarterdeck's  WebTalk  is  offered  to 
OEM  customers  for  distribution  with  products  based  on  AMD's  InterWave  audio  signal  processor  chip. 

ik  Search  engine  providers  Infoseek  Corp.,  Lycos,  WebCrawler  Corp.,  and  Yahoo!  Inc.  filter  advertisements  residing  at 
each  provider's  site  through  Quarterdeck's  WebCompass  Personal  Edition. 

Competition 


Quarterdeck  believes  that  the  primary  competitive  factors  in  the  personal  computer  software  market  are  product  features  and 
perfo  mance,  time  to  market,  product  reliability,  ease  of  use,  product  and  vendor  reputation,  price,  timeliness  of  product 
upgrades,  and  the  quality  of  customer  support  and  service. 

Quarterdeck's  competitors  include  developers  of  operating  systems,  applications  and  utility  software  vendors,  and  personal 
computer  manufacturers  that  develop  their  own  software  products. 

The  company's  memory  management  and  other  utility  products  compete  directly  with  the  memory  management  and  utility 
featuies  of  Microsoft  Windows  95,  Microsoft  Windows  3.x  and  DOS,  other  third-party  memory  management  prod  lets,  and  other 
utility  software  products. 

Quarterdeck's  telecommunications  and  collaborative  computing  products  compete  with  other  telecommunications  t nd 
collaborative  computing  and  other  PC  X Windows  server  products  from  other  third-party  software  vendors.  These  products  are 
frequently  bundled  with  computer  hardware  as  well  as  with  operating  system  software. 

Quart  erdeck's  Internet-related  products  compete  with  Internet  access,  creation,  and  server  tools  from  a variety  of  cc  mpanies, 
including  Netscape  Communications  Corporation  and  other  connectivity,  networking,  and  Internet  software  application 
developers,  Internet  access  providers,  and  other  on-line  service  providers,  as  well  as  operating  system  vendors,  including 
Microsoft  and  IBM. 

INPUT  Assessment 


Quarterdeck's  strengths  include: 

• Broad  product  line  for  both  Windows  and  Macintosh  platforms 

• A position  in  the  growing  Internet  communication  market 

« Consolidated  company  focus  on  two  strategic  business  areas 


Challenges  in  the  future  include: 

• Integration  of  acquired  companies  and  technologies 

• Maintaining  rapid  pace  of  product  production,  development,  and  acquisition 

• Solidifying  company  focus  and  commitment  to  a strategic  business  area 

• Returning  to  profitability  following  a drastic  third-quarter  decline  in  1 996 
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08/01/1996  Headquarters 

58  Charles  Street 
Cambridge,  MA  02141 
U.S. 

Phone:  Fax: 

(61 7)  577-9422  (61 7)  577-9377 

Company  Web  Site: 

http://www.radnet.com 


Radnet,  Inc. 


Summary  Info 
President/CEO:  Don  Bulens 


Status: 

Employees: 

Revenue: 

Year  End 


Private 

20(12/1995) 

N/A 

Dec- 1995 


Company  Description 


Radnet,  Inc.  was  founded  in  1 995  by  former  Lotus  Development  Corp.  programmers  to  develop  groupware  products  designed  to 
build  on  the  growing  corporate  intranet  infrastructure. 


The  company  develops  groupware  products  that  allow  companies  to  use  intranets  and  Web  browsers  for  both  internal  and 
external  communication. 


In  April  1996,  Radnet  introduced  its  first  groupware  product,  WebShare™. 

Organization  and  Structure 

Radnet  is  headquartered  in  Cambridge  (MA). 

Key  executives  of  the  company  are  listed  below. 

Radnet,  Inc.  Key  Executives 


Name 

Title 

pon  Bulens 

President  and  CEO 

Andrew  L.  Ressler 

VP  R&D  and  Chief  Technical  Officer 

Reed  P.M.  Sturtevant 

VP  Sales  and  Marketing 

Darlene  A.  Ressler 

VP  and  COO 

Stev ; Hochschild 

1 -.  .... 

VP  Business  Development 

Company  Strategy 


Radnet  was  founded  on  the  premise  that  the  advent  of  corporate  intranets  and  related  standards-based  technology  provides  an 
ideal  platform  for  developing  groupware  applications  based  on  linking  a powerful  server  engine  to  any  standard  Web  browser. 

Radnet's  mission  is  to  offer  powerful,  easy-to-use  groupware  products  that  take  advantage  of  intranets  and  Web  browsers  to  meet 
the  needs  of  organizations  to  improve  productivity  and  share  vital  information. 

Specific  elements  of  the  company's  strategy  include: 

» Developing  a "best-of-breed"  platform  for  custom  groupware  applications 

• Maintaining  an  open,  modular  architecture  to  coverage  rapid  advances  in  the  Web  market 

• Focusing  on  VAR  channels 

Industry  Markets 
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Any  company  that  has  a need  for  the  information-sharing  capabilities  of  groupware  and  that  has  a Microsoft  NT  server  on  its 
intranet  is  a target  for  Radnet's  software.  This  includes  workgroups  and  departments  in  Fortune  1000  companies. 

In  addition,  WebShare  can  be  used  for  project-based  work  teams  who  are  geographically  dispersed  across  different  departments 
of  a company. 

Geographic  Markets 


Radnet  plans  to  offer  WebShare  in  the  U.S.  and  worldwide. 

Employees 


Radnet  currently  has  20  employees,  segmented  as  follows: 


Marketing  and  sales 5 

Customer  support 1 

Research  and  development 10 

General  and  administrative 4 


20 

Key  Products  and  Services 


Radnet's  first  product,  WebShare,  is  designed  for  internal  corporate  Web  developers  and  Webmasters,  independent  software 
vendors  (ISVs),  and  resellers  building  groupware  applications  for  intranet  and  Internet  deployment. 


• WebShare  provides  the  ability  to  create  groupware  applications  that  share  document-oriented  information-all  from 
within  standard  Web  browsers.  As  a result,  large  and  small  teams  can  share  knowledge  and  expertise,  keep  track  of  items 
or  issues,  communicate  across  geographic  and  time  boundaries,  collaborate  to  solve  problems,  or  keep  team  members 
updated  on  the  status  of  projects. 

• WebShare  gives  users  access  to  product  literature,  sales  presentations,  diagrams,  and  photos  stored  in  SQL  databases. 
Documents  are  translated  to  HTML  pages  that  look  like  applications.  Access  to  document  fields  is  controlled  by  user 
name  and  password. 

• WebShare  is  based  on  open  Web  standards  for  communication  protocols,  security,  document  formats,  programming 
languages  and  database  storage,  such  as  HTML,  SMTP  and  SSL,  Java  and  BASIC,  and  defacto  standards  such  as  MAPI 
and  ODBC. 

• WebShare  runs  on  Microsoft  Windows  NT  platforms,  connecting  users  via  a corporate  intranet  (any  LAN  running 
TCP/IP)  or  any  public  Internet  network.  Because  WebShare's  desktop  access  is  based  on  any  standard  Web  browser, 
such  as  Netscape  Navigator  or  Microsoft  Internet  Explorer,  supported  client  platforms  include  any  that  support  standard 
Web  browsers,  including  Windows  3.1,  95,  or  NT,  Macintosh,  or  UNIX. 


The  WebShare  family  initially  consists  of  three  major  components:  the  WebShare  Server,  the  WebShare  Designer,  and  the 
WebShare  Starter  Applications. 


• The  WebShare  Server  is  an  object-oriented  groupware  engine  that  stores  the  groupware  applications  of  information, 
fields,  scripts,  user  permissions,  and  all  data  about  the  application's  state  in  order  to  manage  its  functionality. 


- The  server  is  designed  for  high  performance  and  runs  continuously,  which  enables  applications  to  pass  information  by 
the  most  efficient  means  and  prevents  developers  from  having  to  explicitly  manage  low-level  groupware  application 
functions,  thus  promoting  rapid  application  design  (RAD),  prototyping,  and  deployment. 


- The  WebShare  Server  lists  at  $2,195. 


• The  WebShare  Designer  is  a visual  design  tool  that  enables  developers  to  customize  Starter  Applications  or  create  new 
applications  by  designing  the  look  and  feel  and  defining  the  workflow  and  other  parameters. 


- With  the  Designer,  developers  can  build  custom  groupware  applications,  using  the  integrated  BASIC  development 
language  for  programming. 


- The  WebShare  Designer  lists  at  $995  per  developer. 
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• The  WebShare  Starter  Applications  let  users  create  groupware  applications,  and  initially  will  include  a threaded 

discussion  database,  a problem-tracking  application  and  a document  reference  library,  all  of  which  may  be  customized  as 
needed  using  the  WebShare  Designer. 

WebShare  pricing  for  the  server  license,  which  includes  the  Starter  Applications,  will  be  $ 1 ,495  per  server.  Pricing  for  the 
WebShare  Designer  license  will  be  $695  per  developer  seat.  There  are  no  client  license  requirements  or  run-time  fees. 

The  WebShare  Server,  WebShare  Designer,  and  WebShare  Starter  Applications  shipped  in  first  commerical  release  in  June 
1996. 

Customer  Support 

At  first  commercial  ship,  client  support  will  be  available  through  the  Radnet  Web  site,  where  WebShare  developers  and  users 
will  be  able  to  receive  technical  information  or  download  software  updates,  demos,  and  sample  applications. 

Marketing  and  Sales 


WebShare  will  be  sold  through  several  sales  channels,  including  direct  sales,  via  the  Internet,  and  through  VARs  and 
distributors. 

Upon  commercial  release,  WebShare  will  be  available  for  a 30-day  free  trial,  downloadable  from  Radnet's  public  Web  site. 

Radnet  sees  WebShare  as  the  core  technology  of  a family  of  products  it  is  planning  for  the  intranet  groupware  market.  Further 
announcements  of  new  products  are  expected  in  the  third  or  fourth  quarter  of  1 996. 

Alliances 


WebShare  has  alliances  with  Sybase  and  Spyglass. 

Competition 


Radnet's  major  competitors  include  Lotus  Notes,  Netscape  Collabra,  and  a variety  of  products  from  Microsoft  (Visual  Basic, 
Microsoft  Exchange,  and  Microsoft  Web  Server). 

INPUT  Assessment 


Radnet's  strengths  include: 

• Groupware  experience  of  management  team 

• Relative  ease  of  WebShare  installation  and  integration 

• WebShare's  document-based  model  and  Web-based  groupware  engine 

Challenges  in  the  coming  months  include: 

• Product  competition  from  major  industry  players 

• Attracting  converts  from  Notes  and  similar  groupware  products 

• Developing  a more  expansive  product  line 
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Raptor  Systems,  Inc. 


08/01/1996  Headquarters 

69  Hickory  Drive 
Waltham,  MA  02154 
U.S. 

Phone:  Fax: 

(617)  487-7700  (61 7)  487-6755 

Company  Web  Site: 

http://www.raptor.com 


Chairman/CEO: 

President: 

Status: 

Employees: 

Revenue: 


Summary  Info 

Robert  A.  Steinkrauss 
Shaun  McConnon 
Public 

112(12/1996) 

$ 14.5  mil 


Year  End 


Dec-1996 


Key  Points 


'»  Raptor  Systems,  Inc.  is  a provider  of  integrated  security  and  security  management  software  and  services. 

'i  In  July  1 996,  Raptor  formally  launched  its  European  operations,  and  in  June  received  National  Computer  Security 
Association  (NCSA)  certification  for  its  Eagle  firewall. 

<*  In  May  1996,  Raptor  announced  the  promotion  of  Robert  A.  Steinkrauss  to  Chairman  of  the  Board  and  Chief  Executive 
Officer  and  of  Shaun  McConnon  to  the  positions  of  President  and  Chief  Operating  Officer. 

'»  In  April  1 996,  the  company  unveiled  EagleNetwatch,  the  first  3-D  visual  security  monitor. 

■»  In  January  1 996,  Raptor  released  Eagle  NT,  the  industry's  first  enterprise  network  security  firewall  for  Windows  NT. 

Company  Description 


Founded  in  1992,  Raptor  Systems  develops,  markets,  licenses,  and  supports  a family  of  integrated  network  security  software 
products  that  provide  security  for  organizational  networks. 

The  t ompany's  application-level  Eagle  firewall  and  EagleConnect  virtual  private  network  technology  provide  the  basis  of 
network  security  solutions  that  enable  organizations  to  protect  their  networks  from  unauthorized  access  by  internal  and  external 
users  and  to  secure  organizational  communications  over  the  Internet  and  internal  networks. 

In  February  1 996,  Raptor  Systems  completed  an  initial  public  offering  of  three  million  shares,  which  generated  $4  .2  million  for 
the  company. 

Organization  and  Structure 


Rapt*  ir  Systems'  key  executives  are  listed  below: 


Raptor  Systems,  Inc. 
Key  Executives 


Name 

Title 

Robert  A.  Steinkrauss 

Chairman  & CEO 

Shaun  McConnon 

President  & COO 

Alan  Kirby 

SVP  Engineering  and  CTO 

Lance  Urbas 

VP  Technical  Services 

Jimmy  W.  Charlton 

VP  North  American  Sales 

Michael  L.  Grandinetti 

VP  Marketing 

Robert  F.  Fincke 

VP,  Treasurer  and  Controller 

John  S.  Ingalls 

CFO  and  VP  Finance 

Jack  Hembrough 

VP  Europe 
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Raptor  is  headquartered  in  Waltham  (MA)  and  maintains  direct  domestic  sales  offices  in  Atlanta  (GA),  Boston 
(MA),  Chicago  (IL),  Dallas  (TX),  Florida,  Los  Angeles  (CA),  New  York  (NY),  San  Francisco  (CA),  and 
Washington  D.C. 

International  offices  are  in  Amsterdam  (the  Netherlands),  the  U.K.,  and  Tokyo. 

Company  Strategy 


Raptor's  objective  is  to  provide  the  industry's  most  comprehensive  family  of  integrated  network  security  solutions. 


The  key  elements  of  Raptor's  strategy  to  achieve  this  objective  are: 


• Provide  enterprise-wide  security  solutions 

• Leverage  and  expand  multiple  distribution  channels 

• Penetrate  and  leverage  accounts  with  modular  product  offerings 

• Maintain  and  extend  technological  leadership 

• Promote  and  support  leading  platforms  and  open  standards 

To  achieve  these  objectives,  Raptor  has  a targeted  distribution  model  consisting  of  direct  sales,  strategic  VARs,  regional  VARs, 
and  international  VARs  that  is  designed  to  enable  the  company  to  penetrate  the  broad  market  of  network  users. 

Additionally,  in  July  1 996,  Raptor  unveiled  its  Secure  Business  Practices  strategy  to  address  customer  requirements  for 
protecting,  enabling,  and  managing  their  network  security  systems. 

• Protecting  corporate  information  involves  building  a "zone  of  trust"  that  protects  each  vulnerability  in  the  network. 

• Enabling  corporate  security  involves  building  a set  of  security  solutions  that  enable  corporations  to  develop  and  deploy 
enterprise  security. 

• Managing  information  security  provides  customers  with  a value-added  suite  of  tools  to  control  the  breadth  and  depth  of 
their  security  infrastructure,  allowing  them  to  assess,  formulate,  enforce,  and  manage  their  security. 

Financials 


Raptor  Systems'  revenue,  which  is  comprised  of  sales  of  software  licenses  and  maintenance  revenues,  was  $3.9  million  in  1995, 
a significant  increase  over  1994  revenue  of  $248,000. 

• Revenue  growth  was  attributed  primarily  to  the  company's  investment  in  its  distribution  channels  and  increased  sales  of 
its  Eagle  and  EagleLAN  products. 

• A three-year  financial  summary  is  shown  below. 


Raptor  Systems,  Inc. 
Three-Year  Financial  Summary 
($  Thousands,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$3,902 

$248 

$477 

• Percent  change  from 

previous  year 

* 

(83%) 

N/A 

Income  (loss)  before  taxes 

$(2,762) 

$(1,961) 

$(213) 

• Percent  change  from 

previous  year 

(41%) 

(820%) 

N/A 

Net  income  (loss) 

$(2,686) 

$(1,963) 

$(216) 
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• Percent  change  from 

previous  year 

(37%) 

(808%) 

N/A 

Earnings  (loss)  per  share 

$(0.38) 

$(0.31) 

$(0.04) 

• Percent  change  from 

previous  year 

(23%) 

(675%) 

N/A 

* Percent  change  exceeds  1,000%. 


Selling  and  marketing  expenses  increased  45%,  from  $225,000  in  1994  to  $326,000  in  1995,  primarily  due  to  the  opening  of 
eight  sales  offices  and  the  development  of  the  company's  VARs. 


Research  and  development  expenses  were  $1.4  million  in  1995,  a 98%  increase  over  $708,000  in  1994.  Management  attributes 
the  increase  to  the  addition  of  development  personnel  and  contract  developers. 

Revenue  Analysis  by  Product  Line 

During  1995,  revenue  derived  from  the  Eagle  firewall  and  EagleLAN  products  was  approximately  $3.3  million  (85%  of 
revenue). 

Interim  Results 

Revei lue  for  the  six  months  ending  June  30,  1 996  was  $4.6  million,  a 3 1 8%  increase  over  $1.1  million  for  the  first  six  months  of 
1 995.  Raptor  management  attributes  revenue  growth  primarily  to  sales  of  its  EagleNT  product,  which  accounted  for  54%  of  all 
prodi  ct  shipments  for  the  quarter,  and  a 25%  expansion  of  its  reseller  base. 


Net  income  for  the  quarter  ending  June  30,  1996  was  $150,000  ($0.01  per  share),  compared  to  a net  loss  of  $559,000  for  the 
same  period  in  1995.  Net  losses  for  the  first  six  months  of  1996  were  $279,000  ($0.03  per  share),  compared  to  losses  of 
$973,000  ($0.14  per  share)  for  the  first  six  months  of  1995. 

Employees 


As  ol  December  31,  1995,  Raptor  Systems,  Inc.  had  58  employees,  segmented  as  follows: 


Marketing  and  sales 33 

Customer  support 4 

Research  and  development 13 

Administration  and  finance 8 


58 


The  c ompany  currently  has  more  than  80  employees. 

Key  Products  and  Services 


Raptor  Systems  feels  that,  in  order  for  an  organization  to  provide  a "zone  of  trust"  around  its  extended  enterprise  network,  the 
organization  must  address  security  issues  in  what  Raptor  calls  the  five  domains  of  network  security  . These  are: 


*>  The  Internet 
« LANs  and  intranets 
« Mobile  PC  users 
o Remote  sites 

« Enterprise  security  management 


Raptor's  software  products  provide  enterprise- wide  security  for  organizational  networks,  including  networks  that  are  connected 
to  the  Internet. 
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• The  company's  family  of  network  security  solutions  can  establish  a "zone  of  trust"  around  an  organization  by  protecting 
its  networks  from  unauthorized  access  by  internal  and  external  users  and  by  securing  organizational  communications 
over  the  Internet  and  internal  networks. 

• At  the  core  of  Raptor  Systems'  product  family  is  the  Eagle  firewall,  which  protects  an  organization's  internal  network 
from  unauthorized  Internet  access  and  can  be  integrated  with  other  individual  product  modules  that  address  the  security 
needs  of  LAN  workgroups,  mobile  users,  and  remote  sites. 


Raptor's  software  product  lines  are  described  below. 

Eagle  4.0  and  Eagle  NT  3.05  are  application-level  firewalls  that  protect  an  internal  network  from  external  intrusion  and  serve 
as  the  foundation  for  the  rest  of  the  Raptor  product  line 


• Secure  communication  over  the  Internet  and  other  public  networks  and  serve  as  a barrier  between  the  Internet  and  the 
enterprise  network 

• New  features  in  versions  4.0  and  3.05  include:  VPN  packet  filtering  that  provides  a method  for  additional  security  across 
the  public  network,  the  IPSec  standard  for  security  interoperability  across  the  virtual  private  network  (VPN),  integration 
of  Microsystems'  CyberPatrol,  which  allows  companies  to  block  undesirable  URL,  and  RealAudio,  which  allows  users 
to  safely  receive  audio  feeds  from  the  Internet. 

• In  addition  to  the  UNIX  and  Windows  NT  platforms,  starting  in  July  1 996  Eagle  supports  the  Digital  Equipment 
Corporation  Alpha  system  platforms. 

• Eagle  is  priced  between  $7,000  and  $25,000;  the  price  ranges  from  $6,500  (up  to  50  users)  to  $1 1,000  (from  50-200 
users)  to  $15,000  for  unlimited  use  for  Windows  NT. 


EagleLAN  is  a distributed  firewall  technology  that  protects  departmental  networks,  including  intranets,  from  unauthorized 
access  by  internal  users. 


• EagleLAN  supports  Sun,  HP,  IBM,  Data  General,  and  Windows  NT  operating  systems,  and  is  generally  priced  to  end 
users  at  $3,500. 


EagleDesk  provides  secure  communications  directly  to  and  from  networked  PCs. 


• The  product  operates  on  PCs  with  Windows  95,  Windows  for  Workgroups,  or  Windows  NT,  and  is  generally  priced  to 
end  users  at  $99  per  PC  client. 

EagleMobile  (formerly  EagleNomad)  provides  security  for  remote  users  utilizing  a PC  to  connect  to  an  internal  network  or 
communicate  within  an  intranet. 


• EagleMobile  provides  password  protection  for  the  PC,  user  authentication  to  prevent  unauthorized  access  to  internal 
network  resources,  and  data  encryption  to  protect  the  integrity  of  information  transmitted  over  the  Internet  or  public  or 
private  networks. 

• The  product  supports  PCs  with  Windows  95,  Windows  for  Workgroups,  or  Windows  NT,  and  is  generally  priced  to  end- 
users  at  $99  per  PC  client. 

EagleRemote  provides  network  administrators  with  the  ability  to  secure  communications  over  the  Internet  and  WANs  to  and 
from  remote  networks. 


• The  product  works  in  conjunction  with  an  Eagle-protected  server  to  provide  remote-site  network  security  and  remote 
management  and  control  from  a centralized  location. 

• EagleRemote  supports  Sun,  HP,  IBM,  Data  General,  and  Windows  NT  operating  systems  and  is  generally  priced  to  end 
users  between  $5,500  and  $22,000. 

EagleNetwatch  is  a three-dimensional  visual  security  monitor  software  that  enables  companies  to  identify  network  threats  by 
capturing  every  network  host,  node,  and  activity  as  multicolored,  3-D  movies  and  pictures. 


• It  integrates  network  security  data  from  multiple  log  files  and  firewalls  across  an  enterprise  so  that  security  managers  can 
monitor  them  from  a central  console. 

• EagleNetwatch  is  available  for  Sun  Microsystems'  Solaris  workstations,  with  future  support  planned  for  Hewlett- 
Packard's  HP-UX  and  Microsoft's  Windows  NT. 

• The  complete  Netwatch  package,  including  both  visualization  and  software  databases,  is  commercially  available  for 
$6,995,  with  subsequent  add-on  licenses  of  visualization  software  available  for  $3,995. 

Hawk  provides  centralized  configuration,  monitoring,  administration,  and  management  capabilities  in  support  of  Raptor's 
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distributed  security  solution. 


EagleConnect,  used  in  all  of  the  company's  products,  is  a virtual  private  network  technology  that  provides  encrypted, 
authenticated  "tunnels"  of  communication  within  an  organization's  network  and  over  a public  network.  EagleConnect  manages 
the  connections  between  the  network  security  points  throughout  the  entire  enterprise. 

Clients 


Due  to  Raptor  Systems'  relationship  with  its  VARs,  the  majority  of  its  business  partners  are  also  company  clients.  Included  in 
this  list  are  Bell  Atlantic  Network  Integration  Services,  Hewlett-Packard,  PSINet,  Siemens  Nixdorf  Information  Systems,  and 
Sprint. 

Marketing  and  Sales 


Raptor  Systems'  marketing  strategy  is  to  establish  broad  initial  market  penetration  of  its  Eagle  firewall  and  subsequently  pursue 
follow-on  sales  of  additional  products  across  all  domains  of  its  customers'  enterprise  networks. 

Raptor  works  with  certain  of  its  larger  VARs  through  alpha  programs,  and  these  customers  provide  product  feedback  that  is 
channeled  into  product  development  and  innovation. 

Raptor's  new  product  development  efforts  are  focused  on  enhancements  to  the  company's  current  suite  of  products  and  new 
network  security  products,  including  products  that  support  additional  hardware  platforms. 

Alliances 


Raptor's  Business  Development  Group  markets  directly  to  strategic  VARs  who  market  and  sell  the  company's  products  under  the 
Raptor  name. 

Examples  of  these  VARs  include  Anixter,  Bell  Atlantic  Network  Integration  Services,  Hewlett-Packard,  PSINet,  Siemens 
Nixdorf  Information  Systems,  and  Sprint. 


Raptor  also  has  alliances  and  partnerships  with  the  following  companies: 

* Compaq  Computer  Corp.  and  Raptor  Systems  have  a comprehensive  Network  Security  Partnership  that  gmnts  Compaq 
various  OEM  rights  to  distribute  the  Eagle  NT  product  line  on  any  Compaq  server. 

» Coopers  & Lybrand  L.L.P.  and  Raptor  have  a strategic  business  partnership  that  will  result  in  Coopers  & I ybrand 
delivering  network  security  services  to  complement  Raptor's  enterprise  network  security  product  line. 

j Hewlett-Packard  and  Raptor  Systems  have  a joint  marketing  and  technical  agreement  under  which  HP  offers  Raptor's 
Eagle  family  of  Internet  and  LAN  security  firewall  software  with  its  HP  9000  servers  and  workstations. 

i»  Intergraph  Computer  Systems  and  Raptor  have  a partnership  agreement  under  which  Raptor's  Eagle  NT  fii  ewall 
provides  security  functionality  for  Intergraph's  line  of  Web  server  solutions. 

* Digital  Equipment  Corporation  and  Raptor  reached  an  agreement  in  July  1996  under  which  Digital's  Servi  ;es  Division 
will  resell  and  integrate  Raptor's  Eagle  family  of  information  security  products  as  part  of  its  worldwide  Internet  Services 
portfolio. 

» Siemens  Nixdorf  has  ported  the  full  line  of  Eagle  products  onto  the  RM  platform  as  part  of  its  Internet  implementation 
strategy. 

* Shiva  licenses  the  EagleRemote  product  for  its  remote  access  services. 

Competition 


Raptor  Systems'  current  competitors  include  America  Online,  Inc.'s  Advanced  Network  and  Services  subsidiary,  Border  Network 
Technologies,  Checkpoint  Software  Technology,  Cisco  Systems,  Digital  Equipment  Corporation,  IBM,  Milkyway  Networks, 
Momingstar  Technologies,  Network  Systems,  Secure  Computing,  Sun  Microsystems,  Trusted  Information  Systems,  V-One,  and 
Microsoft. 

INPUT  Assessment 


Raptor  Systems'  strengths  include: 
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• Leadership  position  in  Windows  NT  firewall  market 

• Timely  and  innovative  products  like  EagleNetwatch 

• The  explosive  growth  of  the  network  security  industry 

Future  challenges  include: 

• Establishing  a customer  base  amidst  intense  competition,  including  industry  players 

• Continued  product  development  and  refinement 

• Continuation  of  recent  profitability 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

05/01/1996 


Headquarters 

100  Marine  Parkway 
Suite  500 

Redwood  City,  CA  94065-1031 
U.S. 

Phone:  Fax: 

(41 5)  595-8782  (41 5)  595-1873 

Company  Web  Site: 

http://wyyw.rsa.com 


Summary  Info 

President/CEO:  James  Bidzos 


Status: 

Employees: 

Revenue: 

Year  End 


Private 
50(12/1995) 
$11.6  mil 

Dec-1995 


Key  Points 


• RSA  Data  Security  (RSA)  is  a leading  provider  of  public-key  encryption  security  software  and  services.  Founded  in 
1 982,  the  company's  technologies  have  since  grown  to  become  de  facto  standards  for  data  encryption  and 
authentication  worldwide. 

« The  RSA  Public  Key  Cryptosystem,  in  its  various  forms,  has  been  endorsed  by  the  Internet,  the  Pentagon,  and  financial 
institutions  worldwide,  and  counts  nearly  every  major  computer  hardware  and  software  corporation  among  its  many 
licensees. 

<*  RSA's  encryption  technology  has  been  incorporated  into  the  systems  and  software  of  a range  of  vendors,  including 
Lotus,  Microsoft,  Intuit,  Motorola,  Apple,  and  AT&T. 

«>  In  April  1996,  RSA  and  Security  Dynamics  Technologies,  Inc.  announced  that  Security  Dynamics  will  acquire  RSA  in  a 
pooling-of-interests  transaction. 

j In  July  1995,  Netscape,  Microsoft,  Lotus,  Banyan,  VeriFone,  VeriSign,  NCD,  ConnectSoft,  Demming,  QUALCOMM, 
Frontier  Technologies,  FTP  Software,  Wollongon,  SecureWare,  and  others  announced  support  for  the  S/MIME  standard 
for  secure,  multivendor  E-mail  products.  This  specification  uses  RSA  encryption  technology. 

*<  In  February  1996,  Visa  International  and  MasterCard,  along  with  IBM,  Microsoft,  Netscape,  RSA,  and  others, 
announced  a new  specification  for  securing  credit  card  transactions  on  the  Internet.  This  new  specification  -Secure 
Electronic  Transactions  (SET)-uses  RSA  encryption  technology. 

i In  February  1996,  RSA  announced  its  intention  to  deliver  a SET  toolkit  later  in  1996,  allowing  developers  of  client, 
server,  and  acquirer  products  to  quickly  integrate  SET  services  in  their  applications. 

3 In  February  1 996,  RSA  established  Nihon  RSA,  a wholly  owned  subsidiary  to  market  the  company's  full  s jite  of 
encryption  technology  products  in  Japan. 

» In  January  1 996,  RSA  announced  that  the  government  of  the  People's  Republic  of  China  will  use  and  distribute  RSA 
products  in  China. 

Company  Description 


RSA  develops  and  markets  platform-independent  software  developers'  kits  and  end-user  products,  and  provides  co  rsulting 
services  in  the  cryptographic  sciences.  There  are  more  than  250  RSA  partners  making  RSA-enabled  products  and  more  than  60 
million  copies  of  RSA  encryption  and  authentication  technologies  installed  and  in  use  worldwide. 


» BSAFE™,  BCERT™,  and  S/MIME™  are  RSA's  software  developers'  toolkits  for  integrating  privacy  and  authentication 
features  into  applications. 

• RSA  Secure™  is  RSA's  file  system  security  extension,  available  for  Macintosh,  Windows  3.1,  Windows  95,  and 
Windows  NT  environments. 

• RSA's  encryption  technology  is  embedded  in  Microsoft  Windows,  Netscape  Navigator,  Intuit's  Quicken,  Lotus  Notes, 
and  hundreds  of  other  products. 

• RSA  technologies  are  part  of  existing  and  proposed  standards  for  the  Internet  and  World  Wide  Web,  CCITT,  ISO, 

ANSI,  and  IEEE,  as  well  as  business,  financial,  and  electronic  commerce  networks  around  the  globe. 

RSA  technology  was  invented  in  1977  at  MIT  by  Professors  Ronald  Rivest,  Adi  Shamir,  and  Len  Adleman,  who  subsequently 
founded  RSA. 

In  April  1996,  RSA  and  Security  Dynamics  Technologies,  Inc.  announced  a definitive  agreement  for  Security  Dynamics  to 
acquire  RSA  for  four  million  shares  of  Security  Dynamics  common  stock  valued  at  approximately  $200  million. 
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• Security  Dynamics,  based  in  Cambridge  (MA),  is  a public  company  that  provides  security  products  that  protect  and 
manage  access  to  computer-based  information  resources.  Security  Dynamics  reported  revenue  of  $33.8  million  and  net 
income  of  $5.8  million  for  calendar  1995. 

• The  acquisition  will  be  accounted  for  as  a pooling  of  interests.  Security  Dynamics  has  announced  its  intent  to  operate 
RSA  as  a distinct  subsidiary. 

• The  transaction  is  expected  to  close  in  June  1 996. 

Organization  and  Structure 


RSA  is  headquartered  in  Redwood  City  (CA).  The  company  also  has  an  office  in  Annapolis  (MD)  to  support  its  export 
consulting  services. 

RSA  Laboratories,  formed  in  1990,  is  a completely  independent  division  of  RSA  that  provides  security  reviews,  custom 
development,  and  education  services  related  to  cryptography.  RSA  Laboratories,  with  approximately  60  employees,  is  based  in 
Redwood  City. 


Nihon  RSA,  a wholly  owned  subsidiary  of  RSA,  was  established  in  early  1996. 

• Headquartered  in  Tokyo,  Nihon  RSA  provides  developers  in  Japan  with  access  to  RSA's  suite  of  encryption  technology, 
including  RSA's  BSAFE  and  S/MIME  toolkits. 

• RSA  and  its  consultant,  Asian  Pacific  Ventures  Co.  of  Menlo  Park  (CA)  will  invite  a limited  number  of  Japanese 
companies  to  become  investors  in  Nihon  RSA. 

Terisa  Systems  is  a joint  venture  between  RSA  and  Enterprise  Integration  Technologies  formed  to  create  a universal  approach  to 
Internet  security. 


RSA's  key  executives  are  listed  below: 


RSA  Key  Executives 


Name 

Title 

James  Bidzos 

President  and  CEO 

Scott  Schnell 

VP  Marketing 

C.  Victor  Chang 

VP  Engineering 

Company  Strategy 


RSA  has  unveiled  its  strategic  vision  in  the  form  of  a next-generation  architecture— the  Layered  Open  Crypto  Toolkit 
(LOCT™)— ' which  is  designed  to  be  a road  map  for  future  security  solutions  from  RSA  and  its  vendor  partners. 


• LOCT  provides  developers  with  a more  open,  extensible,  and  flexible  environment  enhancing  security  and  ease  of  use. 

• LOCT's  architecture  has  four  layers,  including  application-specific  tools,  token  interface,  cryptography  engine,  and 
certificate  engine.  This  architecture  reportedly  reduces  redundancy  in  separate  toolkits  and  applications,  and  enables 
developers  to  build  cryptography  applications  with  lower  overhead,  smaller  code  size,  and  decreased  memory 
requirements. 

• RSA  is  working  with  VeriSign  to  enable  and  promote  the  new  LOCT  architecture. 


Other  elements  of  the  company's  strategy  include: 


• Aggressive  development  of  new,  high  level  toolkits  supporting  emerging  multivendor  standards  in  secure  E-mail,  secure 
transaction,  and  secure  wide-area  and  remote  networking  segments 

• Strong  RSA  brand  development  around  key  licensed  products 

• Expansion  into  worldwide  markets  through  specialized,  exportable  toolkit  products 

Financials 


RSA's  1995  revenue  was  $1 1.6  million  and  net  income  was  approximately  $950,000. 


http://www.mput.  com/vaps/vaps_profile.cftn?COMP  ANY_ID=  1 3 8 


3/16/99 


INPUT  Vendor  Profile  - RSA  Data  Security,  Inc. 


Page  3 of  6 


Market  Financials 


RSA's  revenue  is  derived  primarily  from  hardware  and  software  vendors,  software  developers,  and  OEMs  that  bundle  RSA's 
technology  with  their  own  products. 

Geographic  Markets 


INPUT  estimates  that  approximately  95%  of  RSA's  1995  revenue  was  derived  from  the  U.S.  and  5%  from  international  sources, 
primarily  Europe. 

RSA  has  a foreign  distribution  agreement  with  Computer  Security  Limited  in  the  U.K.. 


Agreements  formed  in  early  1996  have  expanded  the  distribution  of  RSA's  products  to  Japan  and  China. 

Divestitures 


In  Jut  e 1995,  RSA  spun  off  its  Certificate  Services  division  to  form  VeriSign,  Inc. 

«•  VeriSign,  now  based  in  Mountain  View  (CA),  was  formed  with  the  financial  backing  of  a diverse  group,  including 
Ameritech,  Bessemer  Venture  Partners,  Mitsubishi,  RSA,  Security  Dynamics,  and  Visa  International. 

« VeriSign  provides  digital  ID  products  and  services  for  both  public  and  private  networks  that  use  public-key 
cryptography  to  provide  security,  privacy,  and  authentication  for  the  electronic  commerce  marketplace. 

Employees 


As  of  December  31,  1995,  RSA  had  approximately  40  employees.  The  company  currently  has  about  50  employees,  segmented  as 
follo\/s: 


Marketing  and  sales 12 

Customer  support 3 

Research  and  development 25 

General  and  administrative 1_0 

50 


Key  Products  and  Services 


RSA  lesigns,  develops,  and  markets  digital  privacy  and  authentication  systems  for  OEMs  and  end  users. 

RSA';  products  are  based  on  its  patented  technology  that  allows  privacy  and/or  authentication  of  stored  or  transmitted  data 
without  secret-key  sharing. 

* The  systems  work  using  distinct,  paired  keys.  One  is  made  public  and  the  other  is  not. 

* Encryption  based  on  the  public  key  can  be  undone  only  by  the  holder  of  the  corresponding  private  key. 

» For  authentication,  files  "signed"  using  private  keys  are  traceable  to  the  signers  and  contain  "tamper-detection  seals." 

* The  RSA  Digital  Signature  employs  a cryptographic  "hashing"  algorithm  to  create  a message  digest  that  is  unique  to 
each  document. 

BSAFE  is  a low-level,  general-purpose  C toolkit,  suitable  for  a range  of  applications  requiring  privacy  or  authentication.  It 
provides  developers  with  multiple  algorithms  and  modules  for  adding  encryption  and  authentication  features  to  any  application. 


• BSAFE  modules  can  be  used  to  construct  anything  from  RSA  Digital  Signatures  to  complex  key  exchange  or 
negotiation  schemes. 

• BSAFE  was  used  to  provide  the  cryptography  built  into  applications  such  as  Novell  NetWare,  Netscape  Navigator, 
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Lotus  Notes,  WordPerfect  InForms,  Digital  Internet  Tunnel,  Oracle  SQL*Net,  and  Microsoft  Windows  NT. 

• BSAFE  is  available  for  DOS,  Windows,  Windows  95,  Windows  NT,  OS/2,  Macintosh,  AT&T  SVR4  UNIX,  HP/UX, 
SunOS,  Solaris,  IBM  AIX,  NeXT,  Silicon  Graphics,  SCO  UNIX,  Alpha  VMS,  and  VAX  /VMS  platforms,  with  ports  to 
other  platforms  available. 


S/MIME  is  specifically  designed  for  messaging,  mail,  and  EDI  application  development.  It  embraces  the  Internet's  S/MIME 
standard  for  secure  electronic  mail  and  messaging  and  is  designed  to  fully  use  Internet,  PKCS,  and  X.509  certificates. 


• Because  the  standard  cryptographic  constructs  are  built  right  into  the  toolkit,  they  do  not  have  to  be  constructed  by  the 
developer  out  of  their  base  algorithms,  potentially  saving  months  of  development  work. 

• S/MIME  is  available  for  DOS,  OS/2,  PC  SVR4  UNIX,  MacOS,  SunOS,  Solaris,  HP/UX,  IBM  AIX/6000  and  other 
platforms. 

BCERT  is  RSA's  toolkit  for  developers  who  need  to  add  X.509  certificate  functionality  to  a range  of  applications. 


• The  BCERT  library  includes  all  the  necessary  function  calls  to  build  complete  certificate  authority  engines,  including 
certificate  creation,  certificate  requests,  and  certificate  revocation  lists. 

• BCERT  supports  the  CCIT  X.509  standard,  and  handles  version  1 , 2,  and  3 certificate  extensions. 

• BCERT  features  an  object-oriented  API  using  data  abstraction  for  more  efficient  development.  BCERT  is  also  re- 
entrant, so  it  can  be  shared  by  many  applications  at  once,  supporting  advanced  multitasking  operating  environments. 

RSA's  SET  Toolkit  Suite  is  specifically  designed  to  aid  in  the  development  of  applications  supporting  the  SET  (Secure 
Electronic  Transaction)  standard  for  payment  card  transactions  as  developed  by  Visa,  MasterCard,  RSA,  and  others. 


• The  RSA  toolkits  will  fully  support  all  the  SET  standard  elements,  including  RSA,  SHA1,  DES,  and  X.509v3 
certificates,  and  include  object  encryption  modules  for  worldwide  exportability. 

• The  RSA  SET  Toolkits  include  fully  functional  client  and  merchant  server  modules,  with  partial  source  code  for 
developer  customization. 

• RSA  SET  Toolkits  are  planned  for  Windows,  Windows  95,  NT,  and  Macintosh  clients,  NT  and  UNIX  servers,  and  NT 
and  UNIX  acquirer  platforms. 


RSA  Secure  is  a disk  encryption  utility  to  protect  sensitive  information  on  a PC  or  network. 

• RSA  Secure  can  be  used  to  define  sets  of  files  and  directories  or  folders  that  are  automatically  encrypted  and  decrypted 
every  time  the  user  goes  in  or  out  of  Windows,  or  shuts  down  or  starts  up  a Macintosh. 

• RSA  Secure  is  available  for  Windows  or  Macintosh  and  also  in  an  international  version.  Versions  for  Windows  95, 
Windows  NT,  and  UNIX  are  under  development. 

RSA  Laboratories 

RSA  Laboratories  was  split  off  from  RSA  in  1 990  in  order  to: 

• Provide  a productive  environment  for  RSA's  top  mathematicians,  away  from  the  distractions  of  the  product  development 
and  marketing  activities  of  the  commercial  arm  of  RSA 

• Maintain  the  company's  reputation  in  the  fields  of  cryptographic  research  and  algorithmic  development 

• Provide  a purely  technical  (nonsales-oriented)  resource  for  clients  needing  custom  algorithms,  optimizations,  or  security 
reviews  and  development 


RSA  Laboratories  offers  services  in  three  general  areas: 


• Security  reviews  : RSA  Laboratories  offers  security  reviews  of  clients'  products  and  proposals.  With  schematics  and 
documentation,  RSA  can  provide  evaluations  and  suggest  modifications  of  security  schema  from  the  algorithmic  level  to 
the  policy  level. 

• Custom  development  : RSA  uses  encryption  or  authentication  techniques  such  as  DES,  RSA,  and  RC4  and  designs 
entirely  new  security  techniques  tailored  to  the  unique  needs  of  each  client.  The  company  maintains  a library  of 
assembly-level  cryptographic  code  and  has  expertise  with  a range  of  hardware  and  operating  environments. 

• Education  : RSA  Laboratories  continually  publishes  technical  reports  covering  the  latest  advances  in  cryptography.  In 
addition,  the  company  occasionally  brings  together  top  developers  and  researchers  for  industry-sponsored  cryptographic 
seminars.  Clients  can  leam  about  the  latest  developments  in  the  field  and  how  they  might  affect  future  product  plans  or 
marketing  efforts. 

Export  Consulting  Services 
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RSA's  export  consulting  services  are  designed  to  make  it  easier  for  developers  to  maneuver  in  Washington's  bureaucratic  export 
licensing  maze.  Services  include: 


• Product  export  assessment  and  reporting 

• Export  licensing  assistance 

• Predevelopment  product  export  liaison  services 

Clients/Partners 


More  than  250  companies  are  making  RSA-enabled  products  and  services,  including  Adobe,  Alcatel,  Apple,  AT&T,  Atari, 
Bankers  Trust,  Broadvision,  Collabra  Software,  CompuServe,  Connect,  ConnectSoft,  Delrina,  Digital  Equipment  Corporation, 
GE  Information  Services,  Intuit,  General  Magic,  Hewlett-Packard,  Hughes  Aircraft,  IBM,  I-NET,  Lotus,  MCI,  Michigan  State 
University,  Microsoft,  MIT,  Motorola,  National  Semiconductor,  NEC,  Netscape,  Network  Systems  Corporation,  Newbridge 
Networks,  Northern  Telecom,  Novell,  Oracle,  PCSI,  Pitney  Bowes,  PIXAR,  Premenos,  Racal-Datacom,  Retix,  Rockwell 
International,  Semaphone,  Sierra  Wireless,  Spry,  Spyglass,  Symantec,  SunSoft,  Terisa  Systems,  Trusted  Information  Systems, 
Unisys,  VLSI  Technologies,  V-ONE  Corporation,  and  WordPerfect. 


In  December  1 995,  Intuit  announced  that  by  the  second  half  of  1 996  it  plans  to  offer  banking  with  participating  financial 
institutions  via  the  Internet,  featuring  security  based  on  RSA  Data  Security  encryption. 


In  October  1995,  RSA  announced  that  Motorola  had  incorporated  RSA's  encryption  technology  into  Signet,  Motorola's  family  of 
digital  signature  and  encryption  software  products. 


In  September  1 995,  RSA  signed  a distribution  agreement  with  Spyglass,  Inc.  allowing  Spyglass  to  sublicense  its  Enhanced 
Mosaic  and  Spyglass  Server  software  products  bundled  with  RSA  technology  to  its  volume  customers.  The  agreement  broadens 
RSA's  distribution  by  tapping  Spyglass'  network  of  customers  and  other  partners.  These  include  OEMs,  VARs,  and  distributors 
who  embed  Spyglass  technology  in  the  products  they  sell,  such  as  Corel,  Digital  Equipment  Corporation,  FTP  Software,  IBM, 
NEC,  Oracle,  NTT,  and  Siemens  Nixdorf. 

Marketing  and  Sales 


RSA  sells  its  products  and  services  through  a direct  sales  force. 


Alliances 


In  January  1996,  the  Computing  Center  of  the  Ministry  of  Foreign  Trade  and  Economic  Cooperation  (MOFTEC)  of  the  People's 
Repu  >lic  of  China  and  the  Chinese  Academy  of  Sciences  Graduate  School's  Laboratory  of  Information  Security  (LOIS)  were 
appointed  RSA's  exclusive  representatives  for  RSA  products  in  the  People's  Republic  and  there  are  plans  for  cooperative 
reseai  ch  and  development  between  RSA  and  LOIS. 


a.  MOFTEC  is  responsible  for  managing  all  importers  and  exporters  in  China,  as  well  as  key  trading  partners  worldwide. 
RSA  will  deliver  its  RSA  Digital  Signature  authentication  technology,  as  well  as  data  encryption  technology  as  allowed 
by  U.S.  export  law,  to  MOFTEC  for  use  in  securing  its  network. 

'•>  LOIS  and  MOFTEC  will  work  to  localize  RSA  products  so  they  are  suited  to  the  Chinese  market. 

« LOIS  will  develop,  in  China,  a new  cryptographic  implementation  for  RSA  for  use  around  the  world.  LOIS  will  also 
conduct  research  in  areas  of  cryptography  important  to  RSA  and  MOFTEC,  including  review  of  current  RSA  technology 
as  well  as  new  cryptographic  techniques. 

Assessment 


RSA  considers  that  its  strengths  include: 


• Strong  staff  of  mathematicians,  cryptographers,  and  crypto-engineers 

• Highly  portable,  time-tested  cryptographic  toolkits  and  implementations 

• Focus  on  developer  toolkits,  including  complete  solutions  consisting  of  Frameworks,  algorithms,  support,  and 
consulting 

• Strong  name  recognition  and  quality  perception  in  the  developer  and  customer  communities 


Challenges  over  the  coming  year  include: 
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• Time  to  market  with  segment-specific  toolkits  for  SET,  S/MIME,  and  Secure  Firewalls 

• Successful  entry  into  worldwide  markets 

• Successfully  leveraging  and  complementing  Security  Dynamics'  products  and  strategies 

— For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Summary  Info 


Chairman: 

Status: 

Parent: 

Employees: 

Revenue: 

Revenue  (DM  mil): 


Dietmar  Hopp 
Public 

9,196(12/1996) 

$ 8,700.0  mil 
3,722.0 


Year  End  Dec-1998 


Key  Points 


Capability  Profiles 


CAPABILITY 

REGION 

Enterprise  Applications  Solutions 

U.K. 

SAP  Services 

Indonesia 

SAP  Services 

Malaysia 

SAP  Services 

Singapore 

SAP  Services 

Thailand 

SAP  Services  (French) 

France 

i,  SAP  is  a leading  Germany-based  international  vendor  of  enterprise  resource  planning  software. 
» SAP’s  flagship  product,  R/3,  has  become  the  de  facto  standard  for  this  market, 
o Revenue  increased  by  38%  to  $2.3  billion  in  1996. 

o SAP  has  enabled  R/3  for  the  Euro,  Year  2000  and  Internet  technologies. 


Corr  pany  Description 


SAP  is  a leading  international  supplier  of  enterprise  resource  planning  (ERP)  application  software.  The 
comj  any’s  flagship  product,  R/3,  has  been  instrumental  in  defining  the  ERP  market. 


SAP  was  founded  in  Germany  in  April  1972  by  five  former  IBM  employees.  In  the  past  25  years,  ths  company 
has  ; rown  from  a small  regional  player  to  a large  international  company  with  operations  and  partners 
worldwide. 


In  1977,  SAP  was  transformed  into  a GmbH  (a  closely  held  corporation)  and  won  its  first  foreign  two  customers 
in  neighboring  Austria. 

The  SAP  R/2  system  was  launched  in  1978  and  was  actively  marketed  internationally  two  years  later. 

In  1984,  SAP  formed  its  first  international  company  in  Switzerland  and  by  the  end  of  1985  the  company  could 
report  customer  sites  in  most  European  countries. 


In  1987,  SAP  announced  its  strategy  for  a new  generation  of  software,  the  R/3  system,  which  has  formed  the 
basis  of  the  company’s  strong  growth. 

SAP  continued  its  international  expansion  and  during  1988  established  subsidiaries  in  Denmark,  Sweden, 
Italy,  and  the  U.S.  During  that  year,  the  company  increased  its  capital  stock  from  DM  5 million  to  DM  60 
million  and  was  subsequently  converted  into  a stock  corporation  and  floated  on  the  market. 
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Since  its  flotation,  SAP  has  expanded  its  operations  globally  and  is  now  represented  in  over  40  countries. 

Operations  and  Structure 


SAP’s  operations  are  organized  into  four  regions.  Exhibit  1 shows  these  regions  and  the  countries  where  SAP  is 
represented  either  directly  or  through  a partner. 

Exhibit  1 


SAP  AG 

Country  Representation,  1997 


Region 

Country 

America 

Argentina,  Brazil,  Canada,  Chile 
Colombia**,  Mexico,  U.S. 
Venezuela** 

Europe 

Austria,  Belgium,  Croatia, 

Czech  Republic,  Denmark,  Finland, 

France,  Germany,  Greece*,  Hungary*,  Italy,  Netherlands,  Norway,  Poland, 
Portugal,  Romania,  Russia,  Slovak  Republic,  Spain,  Sweden,  Switzerland, 
U.K. 

Asia  Pacific 

Australia,  China,  Hong  Kong,  India,  Indonesia,  Japan,  Korea,  Malaysia,  New 
Zealand,  Philippines,  Singapore,  Taiwan,  Thailand 

Africa/Middle  East 

Israel*,  South  Africa,  Turkey*,  Middle  East* 

* Through  Partners  Source:  SAP  AG  **  SAP  Andina 


In  the  U.S.,  SAP  has  regional  offices  in  Atlanta,  Boston,  Chicago,  Cincinnati,  Cleveland,  Dallas,  Denver, 
Houston,  Irvine,  Minneapolis,  Philadelphia,  Pittsburgh,  Parsippany,  San  Fransisco,  Seattle,  and  St.  Louis.  In 
Canada,  SAP  has  offices  in  Calgary,  Montreal,  Ottawa,  and  Vancouver. 


Exhibit  2 details  SAP’s  executive  board  and  the  members’  corporate  responsibilities. 
Exhibit  2 


SAP  AG 

Executive  Board,  1997 


Name 

Function 

Dietmar  Hopp 

Chairman 

Sales  & Consulting,  Administration 

Dr.  Claus  E.  Heinrich 

Logistics  Development 

Gerhard  Oswald 

Services,  IT  (CIO) 

Paul  Wahl 

Marketing 

SAP  America  (CEO) 

Prof.  Dr.  h.  c.  Hasso  Plattner 

Basis  Development,  Technology 

Prof.  Dr.  Henning  Kagermann 

Financials  Development 

Dr.  h.  c.  Klaus  E.  Tschira 

Human  Resources  Development 

Dr.  Peter  Zencke 

Basis  and  Logistics  Development 
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Company  Strategy 


Source:  SAP  AG 


SAP’s  company  strategy  relates  mostly  to  R/3,  its  successful  enterprise  application  suite  of  software. 


In  order  to  take  advantage  of  the  high  profile  the  company  has  traditionally  had  in  the  manufacturing 
industries,  SAP  has  developed  industry-specific  solutions  for  fourteen  industries  (see  the  "Key  Products  and 
Services"  section).  The  company  is  also  continually  taking  steps  to  ensure  that  it  has  partners  present  in  local 
markets  with  knowledge  of  business  processes  relating  to  the  specific  industries. 


SAP’s  partner  strategy  plays  a part  in  its  success.  The  company  decided  early  not  to  try  to  be  everything  to 
everyone  but  instead  to  concentrate  mostly  on  developing  its  technologies.  Among  the  results  of  this  strategy 
are: 

• Ability  to  cover  markets  without  facing  employee  explosion  and  "growing  pains" 

• Loyalty  from  partners  due  to  a consistent  message  ("We  deliver  the  software,  you  implement  and  deliver 
the  service").  Other  companies,  such  as  Oracle,  have  faced  problems  with  an  inconsistent  partner 
strategy. 

However,  even  if  SAP  has  built  up  a large  network  of  Platform,  Logo,  and  Implementation  Partners,  the 
explosive  growth  of  the  SAP  market  has  led  to  a shortage  of  SAP  skills  in  many  markets.  Almost  two  years  ago, 
SAP  launched  an  intensive  education  program  to  train  its  partners’  employees.  Without  this  action,  the 
company  may  have  had  to  face  a slow  down  in  its  growth. 

On  the  product  side,  SAP  is  continually  seeking  to  develop  R/3  so  that  it  addresses  and  makes  use  of  newly 
available  technology.  R/3  is  now  Year  2000-  and  Euro-compliant  and  compatible  with  Internet  and  intranet 
techi  lologies. 

Financials 

SAP  announced  record  results  for  1996,  with  revenue  up  38%  at  DM  3,722  million  ($2,268  million)  and  net 
profi  s up  40%  at  DM  567  million  ($346  million).  The  results  were  unexpected  since  SAP  had  issued  a profit 
warring  in  October  on  the  basis  of  slower  sales  in  the  third  quarter.  This  profit  warning  is  now  at  the  heart  of 
the  c arrent  investigation  into  insider  trading  among  a few  SAP  employees. 

In  1196,  the  R/3  product  continued  to  fuel  growth  with  an  increase  in  sales  of  44%  over  1995  to  $1,4 15  million, 
while  total  product  revenue  grew  by  36%.  In  December  1996,  SAP  began  shipping  its  Internet-enabled  version 
of  R/ 1,  which  the  company  hopes  will  support  its  growth  for  1997. 

Exhi  ait  3 shows  a summary  of  SAP’s  financial  performance  over  the  past  five  years. 

The  company  expects  revenue  for  1997  to  increase  by  25%  to  30%,  and  profits  to  grow  by  1 or  2 percentage 
poinl  s above  revenue  growth. 

Interim  Results 

In  the  first  quarter  of  1997,  SAP  had  total  sales  of  DM  1,032  million,  which  was  an  increase  of  49%  over  the 
same  period  a year  earlier.  R/3  sales  in  the  quarter  rose  by  52%.  Pre-tax  profits  in  the  quarter  increased  by  54% 
over  the  same  period  in  1996. 

Exhibit  4 shows  an  analysis  of  SAP’s  revenue  by  major  activity  for  1996. 

Exhibit  4 

SAP  AG 

Revenue  by  Activity,  1996 
(DM  Million) 
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Activity 

Revenue 

Percent  of  Total 

Software  Products 

2,643 

71% 

Consulting 

744 

20% 

Training 

298 

8% 

Miscellaneous 

37 

1% 

Total 

3,722 

100% 

Source:  SAP  AG 

In  1995,  software  products  accounted  for  72%  of  revenue  and  consulting  for  19%  of  revenue. 


Exhibit  3 

SAP  AG  Five-Year  Financial  Summary 


(DM  Million) 


Year 

1992 

1993 

1994 

1995 

1996 

Revenue 

831 

1,102 

1,831 

2,696 

3,722 

Annual  Growth  Rate 

18% 

33% 

66% 

47% 

38% 

Net  Income  after  Tax 

127 

146 

281 

405 

567 

Net  Income  as  % of  Revenue 

15.3% 

13.2% 

15.3% 

15.0% 

15.2% 

Average  Number  of  Employees 

2,935 

3,444 

4,596 

6,443 

9,196 

Revenue  per  Employee 

0.283 

0.320 

0.398 

0.418 

0.405 

Source:  SAP  AG 

Geographic  Markets 

SAP’s  revenue  by  region  are  shown  in  Exhibit  5. 

Exhibit  5 

SAP  AG 

Revenue  by  Region,  1996 
(DM  Million) 
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Region 

Revenue 

Percent  of  Total 

Europe 

1,810 

49% 

Americas 

1,350 

36% 

Asia  Pacific 

486 

13% 

Africa/  Middle  East 

76 

2% 

Total 

3,722 

100% 

Source:  SAP  AG 

Revenue  from  the  European  region  increased  by  27%  from  1995  to  1996,  while  revenue  in  the  Americas  grew  by 
47%.  The  Asia  Pacific  region  was  the  top  performer,  with  67%  revenue  growth. 

Market  Analysis 


Exhibit  6 provides  INPUT’S  estimate  of  SAP’s  European  revenue  by  delivery  mode. 


Exhibit  7 shows  SAP’s  European  revenue  by  vertical  market.  According  to  INPUT’S  estimates,  the  company  still 
gene  rates  almost  50%  of  its  revenues  in  its  traditional  manufacturing  markets. 


Exhibit  6 


SAP  AG 

European  Revenue  by  Service  Mode,  1996 
($  Millions) 


Service  Mode 

Revenue 
($  Millions) 

Percent  of  Total 

Ap  plication  software  products 

820 

70 

Prt  Sessional  services 

355 

30 

To  al  European  Software  & Services 

$1,175 

ICO 

Source:  INPUT  estimates 

Exhibit  7 


SAP  AG 

European  Revenue  by  Industry  Sector, 
1996  ($  Millions) 


Industry  Sectors 

Revenue 
($  Millions) 

Percen  t of  Total 

Discrete  Manufacturing 

365 

31% 

Process  Manufacturing 

200 

17% 

Banking  & Finance 

175 

15% 
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State  & Local  Government 

70 

6% 

Retail  Distribution 

60 

5% 

Insurance 

55 

5% 

Transportation 

50 

4% 

Wholesale  Distribution 

50 

4% 

Business  Services 

45 

4% 

T elecommunications 

40 

3% 

Utilities 

35 

3% 

Healthcare 

30 

2% 

Total 

$1,175 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 

Exhibit  8 shows  SAP’s  estimated  revenue  by  European  country  for  1996.  Germany  is  still  SAP’s  major  market. 
However,  on  a worldwide  basis,  the  company  now  generates  around  75%  of  revenue  outside  Germany. 

Exhibit  8 


SAP  AG 

European  Revenue  by  Country,  1996 
($  Millions) 


Country 

Revenues 

Percent  of  Total 

($  Millions) 

Germany 

585 

50% 

Switzerland 

105 

9% 

United  Kingdom 

100 

9% 

Austria 

70 

6% 

Netherlands 

60 

5% 

France 

50 

4% 

Italy 

40 

3% 

Belgium/Luxembourg 

35 

3% 

Denmark 

25 

2% 

Spain 

20 

2% 

Sweden 

20 

2% 

http://www.input.com/vaps/vaps_profile.cfm?COMPANY_ID=220 


3/16/99 


INPUT  Vendor  Profile  - SAP  AG 


Page  7 of  1 1 


Norway 

15 

1% 

Portugal 

15 

1% 

Rest  of  Europe 

35 

3% 

Total  European  Software  & Services 

$1,175 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 


Key  Products  and  Services 

Products 

SAP’s  main  product  groups  are  the  R/2  and  R/3  standard  software  applications  packages. 

The  R/2  version  is  aimed  at  mainframe  operations  and  runs  in  IBM  370/390  environments,  including 
compatibles. 

The  R/3  product  offers  the  same  functionality  as  R/2  and  is  based  on  open  systems  using: 

<■  Client/server  architecture 
i>  Object-oriented  development 
»>  Graphical  user  interfaces 

Although  R/3  is  SAP’s  most  successful  product,  the  company  continues  to  develop  and  support  the  E/2  system. 
The  company  has  a division  dedicated  to  R/2,  which  is  currently  on  version  6.1. 

The  it/3  system  is  able  to  handle  Year  2000  and  the  Euro  technologies.  In  general,  it  covers  the  folic  wing 
busii  less  functions: 

* Cost  accounting 

ii  Financial  accounting 
o Fixed  assets  accounting 
» Human  resource  management 
u Materials  management 
o Plant  maintenance 
u Production  planning  and  control 
<»  Project  management 
i»  Quality  assurance 
» Sales  order  entry 

• Shipping  and  invoicing 

» Management  accounting 

In  addition,  certain  cross-application  features  are  provided,  such  as  system  management,  telecommunications, 
e-mail,  and  EDI. 

The  R/3  system  offers  portability,  scaleability,  and  interpretability.  The  product  also  includes  a comprehensive 
development  environment,  an  information  model,  and  features  aimed  at  supporting  business  process 
reengineering.  SAP  expects  to  ship  early  versions  of  R/3  4.0  in  the  third  quarter  of  1997. 
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Platforms  supported  include: 

• Digital  UNIX 

• HP:  HP-UX 

• IBM:  AIX,  OS/400,  and  OS/390 
. SNI:  SINIX 

• SUN:  Solaris 

• Windows  NT 


As  well  as  offering  a broad-based  functionality  in  its  standard  packages,  SAP  develops  and  markets  variants  of 
both  R/2  and  R/3  to  meet  the  specific  needs  of  different  countries  and  industries.  Industry-specific  solutions  are 
becoming  increasingly  important  in  the  ERP  market.  Currently,  SAP’s  solutions  for  vertical  markets  include: 

• SAP  High  Tech  & Electronics 

• SAP  Consumer  Products 

• SAP  Pharmaceuticals 

• SAP  Oil  & Gas 

• SAP  Utilities 

• SAP  Insurance 

• SAP  Banking 

• SAP  Automotive 


Services 


SAP  provides  pre-  and  post-sales  support  in  both  technical  and  applications  consultancy,  software  upgrade 
installation,  and  education  and  training.  It  also  offers  on-line  help  and  remote  diagnostics. 

However,  the  backbone  of  SAP’s  service  and  support  network  is  the  company’s  partnerships  with  an  extensive 
range  of  information  technology  and  business  consulting  companies  (see  "Alliances  and  Acquisitions"  section). 
SAP  has  over  3,000  SAP  consultants  and  support  personnel  and  its  certified  partners  together  have  more  than 
20,000  SAP  dedicated  consultants. 

A recent  addition  to  SAP’s  support  structure  was  the  opening  of  a Service  & Support  center  in  Dublin,  Ireland 
in  February  1997.  The  facility  will  provide  regional  customer  support  and  remote  services  to  SAP’s  R/3 
customers  worldwide. 

Recent  Projects  and  Major  Clients 

At  the  end  of  March  1997,  SAP  had  over  9,800  R/3  installations  worldwide  with  more  than  1.5  million  users. 
The  R/2  system  is  installed  at  about  2,000  organizations  and  companies. 

SAP  boasts  a good  hit  rate  among  America’s  Fortune  500  companies,  including  many  of  the  top  10  chemical, 
food,  pharmaceutical,  computer,  petroleum,  and  electronics  companies. 

Recent  additions  to  SAP’s  customer  base  are  Hoechst  Marion  Roussel,  Chrysler  International  Finance,  TRW 
Inc.,  and  Eskom  in  South  Africa  (one  of  the  world’s  largest  utility  companies). 

Exhibit  9 shows  some  of  SAP’s  major  clients  worldwide. 

Exhibit  9 

SAP  AG 

A Selection  of  Major  Clients 
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Vertical  Market 

Customer 

Process  Manufacturing 

AGIP 

Elf  Acquitaine 
Dow  Chemical 
DuPont 

Exxon  Corporation 
Hoffmann-La  Roche 
ICI 

Procter  & Gamble 
Royal  Dutch  Shell  Group 
Texaco 

The  Coca-Cola  Company 
Total  Oil 

Discrete  Manufacturing 

AEG 

Allied-Signal 

BMW 

Ford  Motor  Company 

General  Motors  Company 

Hewlett-Packard 

IBM 

Lego 

Mitsubishi  Corporation 
Philips 

Toyota  Motor  Corporation 

Utilities 

Electricite  de  France 

Transportation 

American  Airlines 
British  Rail 
Deutsche  Bahn 
Deutsche  Lufthansa 
Flughafen  Frankfurt 
SwissAir 

Te  ecommunications  & Media 

Alcatel 

Orange 

ZDF 

Banking  & Finance 

Deutsche  Bank 

Source:  SAP  AG 


Allic  nces  and  Acquisitions 

On  the  whole,  SAP’s  major  alliances  are  also  the  company’s  partners,  particularly  the  Global  Logo  Partners, 
which  are  shown  in  Exhibit  10. 

Exhibit  10 


SAP  AG 

Global  Logo  Partners  1997 


• 

Andersen  Consulting 

• 

IBM 

• 

Cap  Gemini 

• 

Deloitte  & Touche/ICS 

• 

Coopers  & Lybrand 

• 

KPMG 

• 

Computer  Sciences  Corp. 

• 

Origin 

• 

Digital 

• 

PLAUT 

• 

EDS 

• 

Price  Waterhouse 

• 

Ernst  & Young 

• 

SNI 

• 

Hewlett-Packard 
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Source:  SAP  AG 


The  company  also  has  a network  of  National  Logo  Partners  and  Implementation  Partners,  who  are  represented 
regionally  or  only  in  selected  industries. 


Hardware  partners  include  Bull,  Digital,  Hewlett-Packard,  IBM,  NCR,  Sun,  and  SNI.  Generally,  partnerships 
with  hardware  vendors  are  based  on  the  establishment  of  joint  competence  centers  to  support  customers. 


SAP  has  a range  of  technology  partnerships  with  vendors  of  databases,  operating  systems,  networking,  and 
other  information  technology  products.  The  aim  of  these  partnerships  is  to  ensure  seamless  integration  of  third- 
party  products  with  SAP  software  solutions.  SAP’s  Technology  Partners  are  shown  in  Exhibit  11. 

Exhibit  11 


SAP  AG 

Technology  Partners  1997 


• 

Adobe 

• 

Intel 

• 

Apple 

• 

iXOS 

• 

Haht 

• 

Microsoft 

• 

Hewlett-Packard 

• 

Oracle 

• 

IBM 

• 

Software  AG 

• 

IDS  Prof.  Scheer 

• 

Sun 

• 

Informix 

Source:  SAP  AG 


• In  June  1997,  SAP  announced  that  it  would  acquire  a 25.2%  stake  in  its  long-standing  German  business 
partner  IDS  Prof.  Scheer.  IDS  helped  develop  SAP’s  roadmap  for  implementing  R/3.  IDS  has  revenues  of 
around  DM  90  million  ($52  million). 

• In  February  1997,  SAP  and  Software  AG  formed  a joint  consulting  unit,  SAP  Systems  Integration 
GmbH,  which  is  60%  owned  by  SAP.  The  company  will  focus  on  customer  service  for  SAP  corporate 
clients,  targeting  the  public  sector,  banking,  and  insurance. 

• In  August  1996,  SAP  bought  a 14%  stake  in  Californian  IntelliCorp  Inc.  SAP  further  has  a joint 
development  and  a licensing  and  marketing  agreement  with  IntelliCorp  taht  gives  the  U.S.  company  the 
right  to  include  the  R/3  Reference  model  with  its  LiveModel  business  modeling  tool. 

INPUT  Assessment 

SAP  continues  to  enjoy  success  with  its  enterprise-wide  business  applications  products,  particularly  the  R/3 
system.  However,  having  the  right  services  and  support  structure  that  will  enable  clients  to  implement  and 
take  full  advantage  of  their  investment  is  key  to  SAP’s  continued  success. 


For  this  reason,  SAP’s  partner  networks  are  of  the  utmost  importance.  Partners  are  essential  to  selling, 
implementing  and  supporting  new  systems  on  a wide  variety  of  platforms  in  different  countries.  SAP  has 
neither  the  infrastructure  nor,  despite  its  strong  financial  position,  the  capital  to  do  all  of  this  itself.  SAP  needs 
to  keep  its  partners  content  and  present  a coherent  and  loyal  channel  strategy — and  the  company  seems  to  be 
doing  just  that. 


There  are  a now  a number  of  vendors  eager  to  challenge  SAP  in  the  ERP  market.  However,  the  company  has 
managed  to  make  its  product  the  de  facto  standard  in  the  market,  which  makes  life  more  difficult  for  the 
competition. 


While  SAP  has  been  successful  in  gaining  a good  part  of  the  Fortune  500  companies  as  clients,  it  is  now 
increasingly  looking  to  move  into  smaller  companies.  This  is  where  its  competitors,  such  as  Oracle,  Baan,  SSA, 
and  PeopleSoft  may  prove  to  be  more  successful.  SAP  may  find  that  "downsizing"  R/3  with  its  rich  functionality 
and  tight  integration  to  business  processes  is  a difficult  task. 
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Nevertheless,  SAP  is  likely  to  be  a force  to  reckon  with  in  the  market  for  small  to  medium  sized  businesses. 
However,  in  order  to  enjoy  success  in  this  marketplace,  the  company  will  need  to  change  its  model  for  going  to 
market.  For  SAP  really  to  become  a volume  software  company,  it  will  need  to  develop  a reseller  program,  as  it 
already  has  done  in  the  U.K. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

10/01/1996 


Headquarters 


701  Lee  Road 
Suite  200 
Wayne,  PA  19087 
U.S. 

Phone:  Fax: 

(610)725-4500  (610)725-4910 

Company  Web  Site: 

http://www.sap.com 

Key  Points 


CEO: 

President: 

Status: 

Parent: 

Employees: 

Revenue: 


Summary  Info 

Paul  Wahl 
Jeremy  Coote 
Subsidiary 
SAP  AG 

1,800(10/1996) 
$ 566.0  mil 


Year  End 


Dec-1995 


• SAP  America  is  the  largest  of  SAP  AG's  international  subsidiaries.  SAP  AG,  a global  leader  in  flexible,  integrated 
business  applications  software,  offers  two  product  lines-the  open  client/server-based  R/3  system  and  the  mainframe- 
based  R/2  system. 

• In  January  1996,  Paul  Wahl,  a member  of  the  SAP  AG  executive  board,  was  appointed  CEO  of  SAP  America  following 
the  departure  of  Klaus  Besier,  CEO  and  president  of  SAP  America  for  three  years.  Mr.  Besier  left  SAP  America  to 
pursue  other  interests. 

• Jeremy  Coote,  formerly  executive  vice  president,  was  named  President  of  SAP  America  effective  February  1996. 

*-  R/3  Release  4.0,  scheduled  for  availability  in  1997,  will  provide  enhancements  for  market-driven  global  supply  chain 
management,  new  retail  and  public  sector  industry  solutions,  and  will  deliver  new  components  of  the  Business 
Framework  architecture. 

« In  June  1996,  SAP  America  announced  a new  organizational  structure  aligned  along  major  lines  of  business  to  focus 
efforts  in  customer  service  and  implementation  support,  training,  sales  and  marketing,  and  vertical  industries. 

» In  August  1996,  SAP  America  announced  a new  implementation  methodology  called  AcceleratedSAP  (ASAP)  and 
expanded  R/3  implementation  services  to  help  address  the  demand  for  support  within  its  fast-growing  National  Accounts 
segment— midsized  companies  with  revenues  between  $200  million  and  $2.5  billion. 

» SAP  America's  revenue  has  grown  at  an  average  annual  growth  rate  of  nearly  84%  over  the  past  five  years,  with  1 995 
revenues  reaching  $566  million  and  the  number  of  North  American  product  installations  rising  to  more  tha  l 1,230. 

Company  Description 


SAP  i vmerica,  Inc.  markets  and  supports  the  mainframe-based  R/2  system  and  the  client/server-based  R/3  system—,  ully 
integr  ited  enterprise-wide  applications  software  systems  designed  to  integrate  the  information  needs  of  Fortune  20(  >0  companies. 


* SAP  America  operates  as  a wholly  owned  subsidiary  of  SAP  AG. 

« SAP  America  was  originally  established  in  January  1988  to  market  the  R/2  system  in  the  U.S. 


SAP  aG  was  founded  in  1972  in  Walldorf  (Germany)  by  four  former  IBM  engineers  to  develop  standard  applications  software. 


« SAP  AG's  mainframe-based  R/2  system  was  released  in  1979. 

« In  1992,  SAP  AG  delivered  its  client/server-based  R/3  system  three  months  ahead  of  schedule— effectively  beating  key 
competitors  to  market  in  the  client/server  computing  environment. 

« SAP  AG's  1995  revenues  reached  $1.89  billion  ($  U.S.),  up  significantly  over  1994  revenue  of  $1.13  billion. 

• SAP  AG  currently  has  more  than  7,800  employees  at  offices  in  more  than  40  countries  worldwide  and  more  than  6,000 
customers  in  more  than  50  countries. 

Organization  and  Structure 


In  June  1 996,  SAP  America  announced  a new  organizational  structure  that  continues  the  company's  transition  from  a 
client/server  software  vendor  to  a global  provider  of  enterprise  solutions. 

SAP  America's  new  organization  consolidates  its  four  U.S.  geographic  regions  (Northeast,  Southern,  Midwest,  and  Western)  into 
one  integrated  organization  to  provide  flexibility  and  increased  resources  for  existing  and  new  customers. 


http://www. input.com/vaps/vaps_profile. cfm?COMPANY_ID=140 


3/16/99 


INPUT  Vendor  Profile  - SAP  America,  Inc. 


Page  2 of  1 1 


The  Industry  Marketing  group,  headed  by  Jane  Biddle,  concentrates  on  the  specific  needs  of  customers  in  the  following 
industries:  discrete  manufacturing  (automotive  and  high  technology),  process  manufacturing  (chemical/pharmaceutical  and  oil 
and  gas),  consumer  goods,  utilities,  and  telecommunications.  This  group  manages  industry  programs,  events,  and  marketing 
services  for  each  industry  branch. 

The  Emerging  Markets  organization,  led  by  VP  Jim  Soenksen,  concentrates  on  building  infrastructure  to  enhance  SAP's  presence 
in  three  key  industries:  financial  services,  health  care,  and  the  public  sector. 

The  SAP  Professional  Services  Organization,  headed  by  VP  Eileen  Basho,  has  been  expanded,  refocused,  and  realigned  to 
address  the  increasing  needs  of  SAP  customers  to  implement  R/3  rapidly. 

SAP  America  also  realigned  its  four  formerly  distinct  geographic  sales  regions,  consolidating  efforts  into  global  and  national 
accounts. 


• EVP  Peter  Dunning  leads  the  Global  Accounts  sales  division,  concentrating  on  large  multinational  organizations. 

• The  National  Accounts  group,  led  by  VPs  Bob  Salvucci  and  Mike  Tolbert,  focuses  on  medium-sized  companies  with 
revenues  between  S200  million  and  $2.5  billion. 


Headquartered  in  Wayne  (PA),  SAP  America  has  U.S.  offices  in  Atlanta  (GA),  Boston  (MA),  Chicago  (IL),  Cincinnati  and 
Cleveland  (OH),  Dallas  and  Houston  (TX),  Denver  (CO),  Foster  City  and  Newport  Beach  (CA),  Minneapolis  (MN),  Parsipanny 
(NJ),  Philadelphia  and  Pittsburgh  (PA),  Seattle  (WA),  and  St.  Louis  (MO). 


SAP  America  also  has  a Development  Center  in  Foster  City  (CA). 


The  following  wholly  owned  subsidiaries  report  to  SAP  America: 


• SAP  Canada  is  headquartered  in  Toronto  (Ontario).  District  offices  are  in  Vancouver,  Calgary,  Ottawa,  and  Montreal. 

• SAP  Mexico  is  headquartered  in  Mexico  City.  Additional  offices  are  in  Buenos  Aires  (Argentina)  and  Sao  Paulo 
(Brazil). 

• SAP  Australia  has  regional/district  offices  in  Sidney  and  Melbourne. 

Company  Strategy 


The  company's  corporate  mission  is  to  "provide  high-quality  software  technology  and  support  services  that  allow  organizations 
to  quickly,  easily,  and  cost  effectively  support  their  existing  and  emerging  business  needs." 

SAP  America  is  committed  to  the  business  applications  arena  and  to  understanding  the  challenges  facing  businesses  in 
implementing  enterprise  technology  solutions.  Elements  of  SAP  America's  strategy  include: 

• Continuing  to  promote  and  enhance  R/3  client/server  offerings,  including  significant  investments  in  research  and 
development 

• Targeting  and  expanding  within  specific  vertical  markets  through  its  Industry  Centers  of  Expertise  program  to  speed 
implementations  and  provide  specific  solutions  for  target  industries 

• Extending  market  coverage  to  small  and  medium-sized  organizations 

• Working  closely  with  partners  to  help  implement  and  support  its  products 

• Expanding  geographically  to  support  customers  on  a local  basis 

The  Business  Framework  is  SAP's  strategic  product  architecture  for  next-generation  business  solutions. 


• It  provides  an  agile  business  infrastructure  that  can  respond  quickly  to  new  business  demands  and  can  be  easily  changed 
or  expanded  without  disrupting  the  course  of  business. 

• The  building  blocks  of  the  new  architecture  include  independent  business  components,  integration  technologies,  and 
open  interfaces,  which  collectively  provide  an  agile,  standards-based  environment  through  which  R/3  and  third-party 
software  components  will  dynamically  interoperate. 

• The  Business  Framework  will  allow  customers  to: 

o Reduce  the  time  required  to  deploy  and  continuously  improve  business  processes  over  time 
o Dynamically  reconfigure  live  R/3  systems  without  disruption  of  business 
o Improve  system  maintainability  by  using  components  on  different  release  cycles 
o Reduce  total  ownership  costs  through  R/3's  increased  flexibility  and  options 

o Choose  from  a range  of  complementary  software  offered  by  other  vendors  to  collaborate  and  interoperate  within 
the  Business  Framework 
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• The  Business  Framework  uses  business  components— configurable  software  application  modules  that  collaborate  via 
standard  interfaces— to  provide  its  agility  and  flexibility  while  maintaining  application  integration. 

• There  are  four  types  of  components:  Multi-Industry  Components,  Industry-Specific  Components,  Internet  Components, 
and  Complementary  Components. 

To  address  the  needs  of  corporations  that  require  integrated,  off-the-shelf,  open  system  solutions  that  are  easily  and  quickly 
adapted  to  new  business  processes,  SAP  has  concentrated  on  two  key  areas-robust  product  functionality  and  open,  integrated, 
flexible  solutions. 


• SAP  software  provides  real-time  integration  of  all  business  applications  and  can  become  fully  integrated  with  multiple 
operating  systems,  software,  and  technologies. 

• SAP  has  developed  an  extensive  library  of  more  than  800  predefined  business  processes  spanning  each  functional 
software  area.  These  processes  may  be  selected  from  the  SAP  library  and  included  within  installed  SAP  applications, 
tailoring  the  application  solution  to  the  user's  specific  requirements. 

• SAP  products  address  the  needs  of  global  businesses.  The  complete  suite  of  SAP  applications  is  available  in  14 
languages,  including  Japanese  (Kanji)  and  other  double-byte  characters.  The  products  support  multiple  currencies 
simultaneously  and  automatic  handling  of  country-specific  import/export,  tax,  and  legal  requirements. 

In  addition,  SAP  is  embracing  the  beginning  of  Europe's  three-year  program  to  gradually  introduce  a single  currency  throughout 
the  European  Union.  The  monetary  union  will  affect  virtually  all  corporate  areas  and  SAP  has  been  collaborating  with  other 
companies  and  associations  to  define  the  requirements  of  the  European  monetary  union  for  enterprise  business  applications 
software.  SAP's  products  will  offer  customers  a smooth  transition  from  local  currencies  to  the  new  Euro. 

Internet  Strategy 


SAP  is  also  working  to  incorporate  and  integrate  intranet  and  Internet  technologies  into  business  solutions  for  R/3  customers. 


R/3  F.elease  3.1  is  SAP's  foundation  for  business  on  the  Internet  and  will  be  available  in  the  latter  part  of  1996.  Version  3.1 
extends  the  functionality  of  R/3  and  makes  it  available  over  the  Internet.  Furthermore,  it  delivers  a foundation  for  consistent 
business  processes  that  are  enabled  through  the  Internet. 

« SAP's  Internet  solution  provides  enhanced  business  opportunities  for  business-to-business,  consumer-to-business,  and 
intranet  applications.  With  3.1,  SAP  will  deliver  more  than  25  Internet  components  covering  a range  of  financial 
accounting,  supply  chain  management,  and  human  resources  functions, 
u Examples  of  Internet  Application  Components  include: 

o Consumer-to-business:  Shopping  Basket  Based  on  Electronic  Product  Catalogs  (supply  chain  management), 
Service  Calls  (supply  chain  management),  Interactive  Requests  (financials) 
o Business-to-business:  Procurement  Process  to  Preferred  Vendors  (supply  chain  management),  Spe  rial  Stock 
Inquiries  (supply  chain  management),  Bank  Data  Transfer  (financials),  Internet  KANBAN  (suppl>  chain 
management) 

o Intranets:  Employment  Opportunities  (human  resources),  Whos  Who  (human  resources).  Ad  Hoc  Reports 
(financials),  Reporting  Actuals  (financials) 


Both  internally  and  with  its  partners,  the  company  is  defining  and  creating  a number  of  Internet  standards-based  interfaces, 
applications,  and  business  processes,  called  BAPIs  (Business  Application  Integration)  that  will  extend  the  usefulness  of  R/3  in 
entirely  new  ways  and  to  new  classes  of  customers.  BAPIs  define  an  open  business  standard  for  direct  communication  between 
business  applications  from  different  suppliers. 


In  October  1996,  SAP  outlined  its  professional  services  strategy  to  expedite  the  creation  and  implementation  of  R/3-based 
Internet  and  intranet  solutions.  Services  include  a technology  review,  infrastructure  planning,  installation  of  new  SAP  tools, 
customization  of  Internet  components,  and  assistance  with  the  integration  of  other  SAP  technology. 


Financials 


SAP  America's  1 995  revenue  reached  an  estimated  $566  million,  a 52%  increase  over  1 994  revenue  of  $367  million.  A five-year 
revenue  summary  follows: 


SAP 

Five-Year  Revenue  Summary 

($  Millions,  U.S.) 
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Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

SAP  America  revenues 

$566 

$367 

$140 

$59 

$50 

150% 

• Percent  change  from 

previous  year 

52%* 

157%* 

137% 

18% 

SAP  AG  revenues 

$1,887 

$1,133 

$665 

$532 

$443 

* Currency  exchange  accounts  for  discrepancy  in  percent  change;  growth  calculated  in  Dms. 


SAP  America  attributes  revenue  growth  to: 


• Its  integrated,  robust  international  product 

• A flexible,  scalable  client/server  architecture 

• The  strength  and  vision  of  the  company 

Research  and  development  expenditures  were  approximately  16%  of  revenue  in  1995,  compared  to  22%  of  revenue  in  1994  and 
25%  of  revenue  in  1993. 

Revenue  Analysis  by  Product/Service 

Approximately  75%  of  SAP  America's  1 995  revenue  was  derived  from  applications  software  product  sales  and  25%  from 
consulting,  training,  and  professional  services. 


• In  North  America,  approximately  95%  of  total  revenue  was  from  R/3  system  sales  and  5%  from  R/2  system  sales. 

• A three-year  summary  of  source  of  revenue  by  product/service  for  SAP  America's  parent  company  (SAP  AG)  follows: 


SAP  AG 


Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  products 

- R/3  System 

$1,151.4 

61% 

$603.8 

53% 

$185.3 

28% 

- R/2  System 

189.9 

10% 

195.6 

18% 

228.7 

34% 

Professional  services 

508.4 

27% 

305.7 

27% 

251.0 

38% 

Other 

37.0 

2% 

28.4 

2% 

-- 

-- 

Total 

$1,886.7 

100% 

$1,133.5 

100% 

$665.0 

100% 

Interim  Results 


SAP  America's  revenue  for  the  six  months  ending  June  30,  1 996  reached  approximately  $294  million. 

Market  Financials 


Approximately  80%  of  SAP  America's  revenue  is  derived  from  the  discrete  and  process  manufacturing  industries.  The  remaining 
20%  of  revenue  comes  from  utilities,  universities,  city  government,  health  care,  and  services. 

SAP  America  has  manufacturing  clients  in  the  oil  and  gas,  chemical,  pharmaceutical,  consumer  packaged  goods,  automotive, 
high-tech,  and  electronics  industries. 

Geographic  Markets 
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Approximately  86%  of  SAP  America's  1 995  revenue  was  derived  from  the  U.S.,  6%  from  Canada,  6%  from  Australia,  and  2% 
from  Mexico. 

Employees 


As  of  December  3 1 , 1995,  SAP  America  had  approximately  1,400  employees,  up  from  approximately  1,000  in  December  1994. 


The  company  currently  has  approximately  1 ,800  employees. 

Key  Products 


Applications 

SAP  offers  two  integrated  business  applications  software  product  lines— the  R/2  system  for  mainframes  and  the  R/3  system  for 
open  client/server  environments. 


• The  application  modules  for  these  systems  run  separately  and  on  top  of  the  Basis  System  middleware,  which  contains 
the  development  tools  for  the  systems  and  provides  interface  capabilities  to  access  SAP's  development  environment,  data 
dictionary,  and  customization  and  centralized  tables. 

• The  R/3  system  runs  on  a range  of  platforms,  including  IBM  AIX  and  AS/400,  HP-UX,  Sun  Solaris,  Windows  NT,  Data 
General  (NT),  Digital  UNIX,  AT&T  (NT),  Bull  BOS/x  and  SNI  SINIX,  and  is  compatible  with  various  databases, 
including  DB2400,  SQLServer,  ORACLE,  INFORMIX,  and  ADABAS. 

» The  R/2  system  runs  on  IBM  370/390  and  compatible  systems  under  VSE/SP,  MVS,  MVS/XA,  MVS/ESA,  CICS,  and 
IMS/DC,  and  is  compatible  with  various  databases,  including  VSAM,  DL1,  ADABAS,  IMS/DB,  and  DB2. 

R73's  three-tiered  client/server  architecture  separates  the  machines  on  a system  into  three  function  groups— database,  application, 
and  presentation. 

i#  Databases  reside  on  central  servers  or  mainframe  computers.  Application  servers  hold  the  processing  logic  of  the  system, 
preparing  and  formatting  data  for  individual  offices  or  departments.  Presentation  servers,  typically  workstations  or 
personal  computers,  handle  all  the  tasks  related  to  the  presentation  of  data,  including  user  interfaces  to  access  complex 
applications  and  data. 

<»  SAP  has  incorporated  international  standards  into  R/3,  including  ANSI-C  programming  language,  ANSI-SQL  database 
manipulation  language,  Windows  3.1  presentation  manager,  Macintosh,  OSF  Motif  presentation  interfaces  and  EDI, 
SNA-LU.6,  CPI-C,  and  OSF/DCE/DME  communication  standards. 

j As  previously  mentioned,  SAP  is  embracing  plans  for  the  monetary  union  in  Europe. 

• SAP  foresaw  the  year  2000  issue  many  years  ago.  R/3  has  been  year  2000-compliant  from  the  first  release  and  R/2  since 
1991. 

a SAP  offers  the  Remote  Function  Call  Software  Developer  Kit,  a standard  interface  that  enables  customers,  consultants, 
and  independent  software  vendors  to  carry  out  individual  extensions  to  SAP  business  applications  that  support  direct 
communication  with  the  function  modules  of  R/3. 

■>  R/3  Analyzer  is  a tool  to  help  customers  introduce  R/3  to  the  enterprise.  R/3  Analyzer  lets  users  compare  the  standard 
functions  offered  by  the  R/3  system  with  specific  business  requirements. 

■i  AcceleratedSAP  is  SAP's  new  rapid  implementation  process  for  the  R/3  system.  It  uses  a step-by-step  roadmap,  together 
with  tools,  templates,  and  questionnaires,  to  accelerate  R/3  implementations. 


In  October  1 994,  SAP  introduced  a new,  streamlined  pricing  structure  for  its  R/3  system  that  includes  a user-based  license 
structure  along  with  new  alternatives  for  large  customers  purchasing  the  full  suite  of  R/3  applications  for  enterprise-wide  use. 


» Under  Individual  Contract  Pricing,  customers  license  application  functional  blocks  at  a set  price  per  application  (ranging 
from  $22,500  to  $72,000  per  major  function  block).  This  list  price  includes  access  for  a set  number  of  named  users  per 
application  and  companies  may  license  access  for  additional  named  users  for  a fixed  fee  per  user. 

• Enterprise  Value  Contract  Pricing  is  applied  only  to  enterprise-wide  licenses  totaling  more  than  $1.75  million  and 
licenses  the  complete  suite  of  R/3  business  applications  at  a flat  fee. 

Applications  supported  by  the  R/3  and  R/2  systems  are  summarized  in  Exhibit  A on  the  following  page  and  include  the 
following: 

• The  SAP  Accounting  System  offers  a range  of  solutions  for  mission-critical  corporate  financial  operations,  including 
general  ledger,  accounts  payable,  accounts  receivable,  etc. 

• The  SAP  Human  Resources  Management  System  is  an  integrated  system  that  supports  all  planning,  administration  and 
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processing  responsibilities  for  human  resource  departments,  including  the  selection  and  administration  of  applicants, 
management  of  master  and  time  data,  payroll  and  training  and  career  planning. 

• The  SAP  Materials  Management  and  Logistics  System  supports  an  integrated  supply  chain  for  the  procurement, 
manufacturing,  sales,  and  distribution  of  goods  and  services. 


R/3  Release  4.0,  scheduled  for  availability  in  1 997,  will  provide  enhancements  for  market-driven  global  supply  chain 
management,  new  retail  and  public  sector  industry  solutions,  and  will  deliver  new  components  of  the  Business  Framework 
architecture. 


• R/3  4.0  offers  new  functionality  and  Internet  capabilities  to  improve  supply  chain  management  and  time  to  market,  and 
financial  enhancements  for  corporate  treasurers  and  controllers. 

• R/3  4.0  will  offer  the  new  R/3  Retail  Solution  to  support  retailers'  core  business  processes,  such  as  sourcing,  planning, 
and  tracking  merchandise  movement  along  the  entire  value  chain. 

• The  new  Public  Sector  solution  manages  administrative  and  budgeting  processes  commonly  performed  by  agencies  and 
organizations  in  national  and  state  governments,  universities,  and  nonprofit  organizations. 

• SAP  will  introduce  new  Business  Components  with  R/3  4.0  that  encapsulate  significant  R/3  functionality  into  separate 
modules  for  improved  flexibility,  easier  maintainability,  and  faster  implementation.  New  component  functionality  is 
planned  for  human  resources,  product  data  management,  treasury  management,  global  ATP  server,  reporting  server,  and 
the  Business  Process  Workbench. 


Exhibit  A 

SAP  Software  Applications 


Product/Application  Area 

Product/ Application  Area 

SAP  Accounting  System 

SAP  Materials  Management  and  Logistics  System 

Asset  Management  System 

Materials  Management  System 

- Fixed  Asset  Accounting 

- Purchasing 

- Investment  Control 

- Purchasing  Information  System 

- Technical  Asset  Management 

- Invoice  Verification 

Financial  Accounting  System 

- Inventory  Management 

- General  Ledger 

- Warehouse  Management 

- Extended  G/L 

-EDI 

- Accounts  Receivable 

Plant  Maintenance 

- Accounts  Payable 

- Preventative  Maintenance 

- Financial  Controlling 

- Technological  Cycle 

- Financial  Assets  Management 

- Capacity  Resource  Planning 

- Consolidation 

- Work  Order  Cycle 

- Financial  Resources  Management 

- Order  Management 

Controlling  (Management  Accounting) 

Production  and  Planning  Control 

- Cost  Center  Accounting 

- Capacity  Requirements  Planning 

- Activity-Based  Costing 

- Material  Requirements  Planning 

- Order  and  Project  Accounting 

- Product  Costing 

- Product  Cost  Accounting 

- Shop  Floor  Control 

- Profitability  Analysis 

- Sales  and  Operations  Planning 

- Profit  Center  Accounting 

- Demand  Management 

- Corporate  Management 

- Capacity  Leveling 

- Business  Planning  and  Control 

- Repetitive  Manufacturing 

SAP  Human  Resources  Management  System 

- Configuration 

Benefits 

- Service  Management 

Master  Data  and  Time  Recording 

- Valuation 

Organization  and  Planning 

Quality  Management 

Planning  and  Controlling 

- Inspection  Planning/Management 

Payroll 

Sales  and  Distribution 

Personnel  Administration 

- Billing 

Personnel  Development  Planning 

- Shipping 

Reporting,  Evaluations  and  Statistics 

- Sales  Information  System 

Seminar  Management 

- Sales  Order  Processing 

Time  Management 

- Sales  Support 

Travel  Expenses 

- Inventory  Management 

Workforce  Planning 

- Warehouse  Management 

International  Gross  Payroll  Accounting 

Project  System 

Information  Systems 

EIS 

Open  Information  Warehouse 

- Planning  and  Forecasting 

Application  Development  Tools/Middleware/Other 


SAP  also  offers  the  ABAP/4  Development  Workbench  (ABAP/4  DW),  a client/server  development  tool  for  open,  portable  and 
highly  scalable  client/server  applications.  ABAP/4  DW  is  an  integrated,  repository-based,  graphical  development  environment 
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that  was  used  to  create  R/3  and  is  available  as  a standalone  product. 

The  Business  Engineering  Workbench  is  SAP's  working  environment  for  faster,  easier  implementation  of  the  R/3  system.  It 
provides  a superset  of  working  functionality,  including  business  objects  and  processes  for  configuring  the  system;  graphical 
tools  for  viewing,  configuring,  and  verifying  all  aspects  of  the  R/3  system;  methodologies  for  customizing  the  R/3  system;  and 
an  open  API  that  enables  R/3  to  be  integrated  easily  with  external  systems. 

Industry  Centers  of  Expertise 


SAP's  Industry  Centers  of  Expertise  (ICOE)  program  leverages  SAP's  business  applications  and  long-term  partnerships  with 
leading  consulting  companies  in  key  industry  areas  as  well  as  the  experience  of  customers  who  are  leaders  in  each  vertical 
market. 


Each  (COE  is  located  in  cities  widely  considered  headquarters  for  the  vertical  industry.  SAP  America  has  introduced  ICOEs  for 
the  Automotive,  Financial  Services,  High  Technology  & Electronics,  Oil  & Gas,  Utilities,  Consumer  Products  and  Retail,  Health 
Care,  and  Process  Industries. 


• The  Automotive  ICOE  is  based  in  Detroit  (MI). 

• The  Financial  Services  ICOE  is  based  in  Philadelphia  (PA). 

» The  High  Technology  & Electronics  ICOE  is  based  in  Foster  City  (CA). 

<>  The  Oil  & Gas  ICOE  is  based  in  Houston  (TX)  and  Calgary  (Canada). 

<>  The  Utilities/Telecommunications  ICOE  is  based  in  Toronto  (Canada). 

<»  The  Consumer  Products  and  Retail  ICOE  is  based  in  Chicago  (IL). 
u The  Health  Care  ICOE  is  based  in  Boston  (MA). 

» The  Process  Industries  ICOE  is  based  in  New  Jersey. 

Various  consulting  firms  participate  in  the  ICOEs,  including  Andersen  Consulting,  Coopers  & Lybrand,  ICS  Deloitte,  IBM 
Consulting,  Ernst  & Young,  CAP  GEMINI,  KPMG  Peat  Marwick,  Digital,  and  Price  Waterhouse. 

Key  Services 


SAP  America's  Professional  Services  Organization  has  been  expanded,  refocused,  and  realigned  to  address  the  needs  of  SAP 
custo  ners  to  implement  R/3  rapidly. 

i>  The  unit  works  with  and  promotes  its  partners  as  key  implemented  in  both  national  and  global  markets, 
u The  Professional  Services  Organization  also  provides  application  consulting  to  customers  and,  in  special  cases, 
exclusively  provides  project  management  and  consulting  resources  to  complete  accelerated  implementation  projects. 


To  er  able  accelerated  R/3  implementations,  the  Professional  Services  Organization  has  five  specialized  consulting  groups  to 
provi  Je  the  most  targeted  expertise  for  different  customer  and  market  requirements,  including  the  following: 


a The  Emerging  Technology  group  assists  customers  with  the  design  and  implementation  of  electronic  commerce  needs 
including  the  Internet,  workflow,  and  application  link  enabling  (ALE). 

u The  Basis  Technology  group  extends  basic  installation  tuning  and  ABAP/4  support  to  include  increased  technical 
planning  and  performance  management  consulting. 

i>  The  Platinum  Consulting  group  conducts  nationwide  project  reviews  and  specialty  consulting,  troubleshooting,  and 
guidance  on  integration  and  cross-application  issues. 

»>  Field  Consulting  provides  increased  presence  and  greater  involvement  for  local  customers'  projects. 

» The  Global  Support  group  works  with  Global  Logo  Partners  to  provide  guidance  to  CIOs  and  business  executives  by 
offering  high-level  project  management  on  large  enterprise-wide  rollouts  of  R/3. 

By  realigning  according  to  market  size,  SAP  Professional  Services  provides  customized  assistance  according  to  customers'  needs 
and  resources. 

a Global  Accounts— R/3  implementations  in  these  large  multinational  firms  continue  to  be  led  most  frequently  by  SAP 
Global  Logo  Partners.  SAP  now  offers  the  services  of  dedicated  Global  Support  Manager  (GSM)  for  the  deployment 
strategy,  shared  best  practices  and  lessons  learning,  and  coordination  of  resources  from  both  SAP  and  partners 
worldwide. 

• National  Accounts— For  companies  with  revenues  between  $200  million  and  $2.5  billion,  SAP  will  focus  on  supporting 
accelerated  R/3  implementations  independently  or  in  cooperation  with  smaller  national  partners  and  logo  partners. 

• Small  Enterprises— For  small  enterprises,  SAP  has  made  R/3  easier  to  evaluate,  purchase,  implement,  and  use,  allowing 
these  companies  to  take  full  and  cost-effective  advantage  of  R/3.  The  new  Certified  Business  Solutions  program  includes 
the  unveiling  of  SAP's  first  North  American  indirect  channel-these  resellers  are  certified  business  solutions  providers, 
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offering  customers  one-stop  shopping  that  includes  new  service  and  support  structures.  In  addition,  this  program 
introduces  a market-focused  implementation  methodology  and  several  new  tools  for  software  configuration,  system 
administration,  and  data  conversion. 

SAP  system  consultants  assist  in  all  areas  of  support,  including  presales  assistance,  technical  and  applications  consulting, 
software  upgrade  installation,  and  education  and  training. 


SAP  software  customers  receive  software  maintenance  free  of  charge  for  six  months  from  the  date  of  software  delivery.  After  the 
first  six  months,  maintenance  services  are  available  annually  for  15%  of  the  annual  license  fee. 


Product  release,  product  availability,  and  functionality  information  is  provided  via  InfoLine,  a Lotus  Notes-based  service. 


SAP's  Early  Watch  is  a service  that  provides  R/3  customers  with  on-line  proactive  system  diagnosis,  supporting  customers  from 
installation  through  full  system  implementation  and  production.  Early  Watch  monitors  and  analyzes  system  performance  to  catch 
problems  before  they  become  critical. 


SAP  has  redesigned  its  training  curriculum  and  developed  a new  Project  Team  Training  concept  for  R/3  Release  3.0. 


• Three  levels  of  training  are  included: 

o Introductory  courses  provide  an  overview  of  the  features  and  functions  of  the  R/3  system,  the  services  and 
support  available  to  customers,  the  implementation  framework,  and  SAP-specific  terminology, 
o Core  business-process  courses  give  participants  the  skill  they  need  to  apply  R/3  to  their  own  company's  business 
processes.  Courses  include  Customer  Order  Management,  Procurement,  Human  Resources  Management, 
Manufacturing  Planning,  Manufacturing  Execution,  Financial  Management  Accounting,  and  Reporting, 
o Advanced  courses  help  project  team  members  acquire  specific  expertise  to  support  unique  requirements.  More 
than  1 00  advanced  courses  are  offered. 

• Project  Team  Training  courses  are  available  in  SAP  regional  training  centers  in  the  metropolitan  areas  of  Atlanta, 

Boston,  Chicago,  Philadelphia,  San  Francisco,  Calgary,  and  Toronto.  Training  will  soon  be  available  at  client  sites. 

SAP's  Service  2000  program  features: 


• Growing  service  support  centers 

• Regular  worldwide  satisfaction  surveys 

• Customer  satisfaction-based  incentive  plans 

• On-line  support  services 

• Company-wide  optimization  of  business  processes  within  SAP 

• Early  Watch/system  monitoring  tools 

• Partner  academy/certification  programs 

• Customer  focus  groups 

• Hotline 

• SAP  access  via  Lotus  Notes 

• Customer  advisory  board 

In  addition  to  its  own  services,  SAP  America  partners  also  provide  a range  of  consulting,  installation,  and  training  services. 

Clients 


SAP  America  currently  has  more  than  670  customers  throughout  North  America,  up  from  approximately  300  a year  ago. 
Approximately  95%  of  these  are  R/3  System  customers.  A number  of  R/2  customers  also  have  R/3  installations. 


A sampling  of  R/3  clients  is  shown  in  Exhibit  B on  the  following  page. 

Marketing  and  Sales 


SAP  America  markets  its  products  and  services  through  a direct  sales  force. 

Exhibit  B 

SAP  America  R/3  Clients 
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Industry/Client 

Industry/Client 

Automotive 

Oil  & Gas 

BMW  North  America 

Chevron 

Volkswagen  Mexico 

Crown  Central  Petroleum 

Allied  Automotive 

Elf  Lubricants 

ACME  Steel 

Lyondell  Petrochemical 

Delphi  Automotive  Europe 

Imperial  Oil 

Consumer  Products  and  Retail 

Process  Industries 

Boston  Beer  Company 

Cataphote 

Colgate-Palmolive 

Merck 

Cultor  Foods 

Ciba-Geigy 

Revlon 

Hoechst  Celanese 

Chesebrough  Ponds 

j Hercules 

Eastman  Kodak 

Lakes  Chemical  Corp. 

Procter  & Gamble 

Union  Carbide 

Reebok 

Cerdec 

Borden 

Utilities/Telecommunications 

High-Tech/Electronics 

Lucent  Technologies 

Accugraph 

Ontario  Hydro 

Apple  Computers 

PG&E 

Banyan  Systems 

Westcoast  Energy 

Bay  Networks 

Trans  Canada  Pipeline 

CalComp 

Manitoba  Hydro 

Digital  Equipment 

Other 

Fujitsu  Microelectronics 

The  City  of  Phoenix 

Hewlett-Packard 

Methodist  Health  Systems 

IBM 

Mercedes-Benz  Lease  Finanz 

Informix 

Molex 

Intel 

The  Seattle  Times 

Intergraph 

Intersolv 

Micrografx 

Microsoft 

Synopsys 

UB  Networks 

Wang 

Alliances 

SAP  America  works  closely  with  its  various  partners  to  provide  support  to  its  software  clients. 
SAP  America's  various  partners  are  summarized  in  Exhibit  C on  the  following  page. 

At  pr  ;sent,  SAP  actively  works  with  six  types  of  partner  firms: 


o Hardware  Partners  are  leading  vendors  who  provide  the  computing  hardware  necessary  to  meet  a customer  s system 
requirements.  These  partners  have  developed  dedicated  organizations  to  provide  strong  SAP  support,  from  product 
selection  to  system  set-up,  installation,  and  ongoing  performance  tuning. 
i<  Consulting  Partners  are  business  and  technology  consulting  firms  that  provide  assistance  in  all  phases  of  an  R/3 
implementation  product,  including  going  live,  training,  and  education.  Many  partners  maintain  SAP  solution  centers 
devoted  to  specific  industries  and  business  needs.  SAP  groups  its  consulting  partners  into  three  categories,  based  on 
business  scope: 

o Global  Logo  Partners  are  the  largest  and  most  experienced  consulting  partner  firms,  with  multinational  and 
multi-industry  SAP  support  capabilities. 

o National  Logo  Partners  are  large  firms  with  the  resources  and  capabilities  to  provide  SAP  support  services 
throughout  one  particular  country. 

o Implementation  Partners  are  firms  providing  more  localized  or  specialized  SAP  support,  such  as  in  one  region  of 
a country  or  in  a specific  industry. 

u Certified  Business  Solution  Providers  are  vendors  who  provide  complete  support  for  SAP's  R/3  product  to  small  and 
midsized  companies.  These  vendors  are  authorized  to  sell  SAP's  products  and  provide  all  services  required  to  implement 
and  use  SAP's  business  solutions. 

• Technology  Partners  include  vendors  of  database,  operating  systems,  networking,  and  other  information  technology 
products.  SAP  collaborates  closely  with  these  partners  to  ensure  the  seamless  integration  of  their  products  with  SAP's 
software  solutions. 
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• SAP's  Complementary  Software  Program  enables  independent  software  vendors  to  interface  their  products  with  SAP's 
product  line.  SAP  differentiates  between  three  opportunities  to  partner  with  SAP  as  a software  vendor: 

o Software  vendors  who  have  created  a product  with  an  external  interface  to  R/3  connecting  with  a standard 
Business  API  (application  API)  of  the  R/3  system  have  the  opportunity  to  become  complementary  software 
vendors  with  a certified  interface. 

o Development  partners  are  vendors  who  have  SAP  executive  management  support  to  develop  required 
integration  to  R/3  and  a contractual  relationship  with  SAP. 
o Independent  software  vendors  are  those  vendors  who  desire  to  build  an  interface  to  R/3  in  an  area  where  SAP 
does  not  presently  plan  to  offer  a standard  Business  API  and  is  not  choosing  to  pursue  direct  relationships 
actively. 


Exhibit  C 

SAP  America  Partners 


Technology  Partners 

Hardware/Platform 

Partners 

Implementation 

Partners 

Certified 

Business  Solution 
Providers 

Global 

Logo  Partners 

Apple 

Hewlett-Packard 

IBM 

IDS  Prof.  Scheer 

Informix 

Intel 

iXOS  Software  GmbH 

Microsoft 

Oracle 

Software  AG 

Sun  Microsystems 

Bull 

Compaq 
Data  General 
Digital 
Fujitsu 

Hewlett-Packard 

Hitachi 

IBM 

Intergraph 

NCR 

NEC 

Sequent 

Siemens  Nixdorf 
Sun  Microsystems 

Applied  Integration 

Services 

CCAI 

CIScorp 

Clarkston  Potomac 
Group 

Computer  Aid 
Computerpeople 
Deno  Morris  Group 
Documentation 
Associates 

Dynamic  Data  Solutions 

ENERTECH 

Grom  Associates 

HJM  Consulting 

Intelligroup 

ISSC 

SETAC 

SPO 

Plaut 

TSC 

Australian  Solutions 
and  People  Pty.  Ltd. 
CAI-Advanced 
Solutions 

Enterprise  Solutions 
Partner  Pty.  Ltd. 
Global  Core  Strategies 
Missana  & Associates 
Inc. 

Optimum  Software 
Solutions  Inc. 

SAPient  Software  Inc. 
MRK  Technologies, 
Ltd. 

Sigma 

FINTECH  Services 
Ltd. 

Andersen  Consulting 
CAP  GEMINI 
Coopers  & Lybrand 
CSC 

Digital  (SAP 
InfoCenter) 

Deloitte  & Touche 

Consulting/ICS 

EDS 

Ernst  & Young 

Hewlett-Packard 

IBM 

KPMG  Peat  Marwick 
ORIGIN 

Price  Waterhouse 
SNI  (R/3  Live) 

o The  Complementary  Software  Partner  program  currently  has  more  than  200  partners. 

• Development  Partners  are  firms  that  work  with  SAP  in  the  development  of  future  releases  of  SAP  software.  These  firms 
provide  specific  business,  technical,  or  industry  expertise  that  complements  and  extends  the  international  capabilities  of 
SAP's  development  centers  in  Walldorf  (Germany),  Foster  City  (CA),  and  Tokyo  (Japan). 


SAP's  Alliance  Training  Program  supports  the  hardware  vendors  and  consulting  firms  with  which  SAP  has  alliances  and  ensures 
a consistent  level  of  training.  Partner  Training  Academies  in  Dallas  (TX)  and  Boston  (MA)  offer  a range  of  courses  related  to 
SAP's  software  products. 


Recently  announced  alliances  include  the  following: 


• In  March  1996,  SAP  announced  it  will  work  with  Microsoft  and  standards  organizations  to  develop  common  interfaces 
for  conducting  business  transactions  over  the  Internet.  SAP  will  build  on  Microsoft's  implementation  of  open  Internet 
industry  standards,  including  Microsoft  Internet  Information  Server,  merchant  server,  Microsoft  Internet  Explorer,  and 
ActiveX  Technologies. 

Competitors 


In  the  high-technology/electronics  segment,  SAP  America's  primary  competitor  is  Oracle. 

In  the  process  manufacturing  market,  current  competitors  include  Datalogix,  Marcam,  qad,  and  System  Software  Associates. 

Other  competitors  in  the  applications  market  include  PeopleSoft  (human  resources),  Oracle,  D&B  Software  (financials),  and 
Avalon  and  BAAN  (manufacturing). 
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Assessment 


SAP  America's  strengths  include  its  fully  integrated  supply  chain  product  set;  support  from  a strong  and  large  multinational 
parent  company;  a strong  base  of  hardware,  software  and  implementation  partners;  years  of  strong  customer  relationships  that 
help  focus  and  drive  the  company  direction;  and  a continued  commitment  to  research  and  development. 

Challenges  over  the  coming  year  include  managing  the  company's  rapid  growth  and  satisfying  the  demand  for  personnel  with 
SAP  knowledge  and  experience. 


Parent  Company 


SAP  AG 
P.O.  Box  1461 
Neurottstrasse  16 
D-69190  Walldorf,  Germany 
Phone:  49  6227  34-0 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 


Copyright  INPUT  1999.  All  Rights  Reserved. 
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05/01/1996 


Headquarters 

SAS  Campus  Drive 
Cary,  NC  27513-2414 
U.S. 

Phone:  Fax: 

(91 9)  677-8000  (91 9)  677-4444 

Company  Web  Site: 

http://www.sas  .com 


Select  Title: 
Status: 
Employees: 
Revenue: 


Summary  Info 

James  H.  Goodnight 
Private 

3,683(12/1995) 

$ 562.4  mil 


Year  End  Dec-1995 


Key  Points 


• SAS  Institute  Inc.  is  one  of  the  world's  largest  independent  software  companies.  The  Institute  is  devoted  to  the 
development,  support,  and  maintenance  of  its  software  and  related  services. 

• In  December  1995,  SAS  Institute  introduced  the  Orlando  Release,  the  company's  latest  release  of  the  SAS®  System.  The 
Orlando  Release  extends  the  SAS  System's  data  warehousing  capabilities  and  paves  the  way  for  strategic 
implementation  of  warehouses  with  data  warehousing  automation  tools  that  will  be  added  in  1 996. 

• In  the  late  fall  of  1995,  SAS  Institute  created  its  Business  Division  to  continue  development  efforts  on  the  company's 
horizontal  and  vertical  market  offerings. 

• In  April  1995,  the  company  opened  the  new  Data  Warehouse  R&D  department  to  address  expanding  infrastructure 
requirements  for  building  and  managing  corporate-level  data  warehouses  as  well  as  department-level  "data  marts." 

Company  Description 


SAS  institute  Inc.,  incorporated  in  1976,  develops,  supports,  and  maintains  systems  and  applications  software  products.  The 
company's  flagship  product,  the  SAS®  System,  is  an  integrated  suite  of  information  delivery  software  for  business  lecision 
making. 

Organization  and  Structure 


SAS  nstitute's  key  executives  are  listed  below: 


Key  Executives 


Name 

Title 

Dr.  James  Goodnight 
John  Sail 
Lee  Richardson 
Art  Cooke 

President  and  Co-Founder 
Sr.  V P and  Co-Founder 
Director  of  Asia/Pacific 
President  of  European  Headquarters 

In  addition  to  its  headquarters  in  Cary  (NC),  SAS  Institute  has  32  offices  in  North  America,  30  in  Europe,  and  12  in 
the  Asia/Pacific  region. 

The  company  has  U.S.  regional  offices  in  Atlanta,  (GA),  Austin  (TX),  Bedminster  (NJ),  Boston  (MA),  Chicago 
(IL),  Cincinnati  (OH),  Dallas  (TX),  Denver  (CO),  Detroit  (MI),  Hartford  (CT),  Houston  (TX),  Indianapolis  (IN), 
Kansas  City  (KS),  Los  Angeles  (CA),  Minneapolis  (MN),  Nashville  (TN),  New  Orleans  (LA),  New  York  (NY), 
Orlando  (FL),  Philadelphia  (PA),  Phoenix  (AZ),  Pittsburgh  (PA),  Rockville  (MD),  San  Francisco  (CA),  Seattle 
(WA),  and  St.  Louis  (MO). 

SAS  Institute  also  operates  subsidiaries  in  Australia,  Austria,  Belgium,  Canada,  Denmark,  Finland,  France, 
Germany,  Hong  Kong,  Hungary,  Indonesia,  Italy,  Japan,  Korea,  Malaysia,  Mexico,  the  Middle  East,  the 
Netherlands,  New  Zealand,  Norway,  the  People's  Republic  of  China,  the  Philippines,  Poland,  Portugal,  Singapore, 
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Slovenia,  South  Africa,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  and  the  U.K. 
The  company  has  distributors  in  25  countries  outside  the  U.S. 

Company  Strategy 


SAS  Institute's  strategy  is  based  on  a customer-driven  focus.  One  way  in  which  the  company  practices  this  is  through  an  annual 
survey,  the  SASware  Ballot®,  from  which  the  responses  form  a foundation  for  future  development  and  product  enhancements. 


One  of  the  major  goals  of  the  SAS  Institute  has  been  to  strengthen  its  position  in  the  data  warehouse  arena. 

• The  company  has  used  the  Orlando  Release  to  pave  the  way  for  the  strategic  implementation  of  warehouses  with 
technology  planned  for  release  in  1 996,  including  a tailored  environment  designed  for  warehouse  managers  and 
powerful  extensions  to  the  company's  OLAP  environment,  such  as  multidimensional  database  capabilities. 

• In  addition,  the  company  is  working  on  data  warehouse  and  EIS  components,  ground-breaking  graphical  information 
systems,  a foundation  of  applied  analysis  programs,  and  rapid  applications  development  tools. 


SAS  Institute  is  also  committed  to  multiplatform  computing  and  a client/server  strategy.  A key  priority  for  SAS  Institute  is  to 
continuously  strengthen  its  client/server  architecture,  since  more  than  two-thirds  of  all  SAS  software  sites  are  running  the  SAS 
System  in  multiple  environments. 


• New  releases  of  the  SAS  System  provide  both  data  and  compute  services  to  include  front-end  and  back-end  tools  for 
accessing  data  from  a variety  of  sources,  both  relational  and  nonrelational,  across  multiple  architectures. 

• The  new  Orlando  Release  offers  a wider  variety  of  tools  such  as  business  objects,  and  brings  the  SAS  System  to  every 
implementation  of  Windows,  including  Windows  95. 

• In  addition,  the  SAS  System  exploits  the  computer  resources  of  the  server  hardware  to  make  better  use  of  all  available 
resources  and  deliver  the  information  in  a form  most  appropriate  to  the  needs  of  the  computer  user  through  graphic  user 
interfaces  and  executive  information  system  interfaces. 


SAS  Institute  is  repositioning  itself  as  a total  solutions  provider.  The  company  has  been  very  successful  as  a software  tools 
supplier,  and  is  now  beginning  to  provide  ready-to-use  applications  for  specific  vertical  markets  such  as  the  pharmaceutical 
industry,  and  horizontal  markets  such  as  IT  service  management. 

• In  1995,  the  company  created  a new  business  unit,  the  Business  Solutions  R&D  department,  focused  on  developing  a 
line  of  targeted  business  solutions. 

• In  1 996,  the  company  will  deliver  its  first  packaged  products— one  for  human  resources  reporting,  and  another  for 
financial  consolidation  and  reporting. 

Financials 


Total  1 995  revenue  reached  $562.4  million,  a 1 7%  increase  over  1 994  revenue  of  $482  million,  marking  SAS  Institute's  1 9th 
consecutive  year  of  double-digit  growth.  SAS  Institute  has  been  profitable  since  its  formation  in  1976.  A five-year  revenue 
summary  follows: 


SAS  Institute  Inc. 
Five-Year  Revenue  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$562.4 

$482.0 

$420.3 

$365.5 

$295.1 

• Percent  change  from 

previous  year 

17% 

15% 

15% 

24% 

23% 

SAS  Institute  management  attributes  much  of  its  revenue  growth  in  1 995  to  the  expansion  of  the  data  warehouse  market. 
Research  and  development  expenses  were  approximately  $ 1 74  million  (3 1 % of  revenue)  in  1 995,  $ 1 49  million  (3 1 % of  revenue) 
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in  1994,  and  $143  million  (34%  of  revenue)  in  1993. 

The  major  factors  contributing  to  the  1 7%  increase  in  R&D  spending  were  the  creation  of  two  new  R&D  groups-the  Business 
Solutions  R&D  department,  formed  in  late  fall  1 995,  and  the  Data  Warehouse  R&D  department,  formed  in  April  1 995. 

Revenue  Analysis  by  Product/Service 

Total  revenue  from  PC  software  rose  36%  during  1 995,  UNIX  software  revenue  grew  37%,  and  mainframe  revenue  increased 
13%. 


• Client/server  software  grew  23%  during  1995. 

• In  1 995,  61%  of  the  company's  new  software  revenue  (from  first-year  license  fees,  not  renewal  fees)  was  derived  from 
PC  and  UNIX  software. 

Market  Financials 


SAS  Institute's  1995  revenue  was  derived  from  clients  in  all  industries,  including  many  Fortune  1000  companies.  Approximately 
79%  of  1 995  revenue  was  derived  from  businesses,  1 7%  from  government,  and  4%  from  educational  markets. 


In  1 995,  SAS  Institute  had  marked  growth  in  revenue  for  the  insurance,  banking/finance,  pharmaceuticals,  retail  sales,  and  health 
care  industries.  Approximately  17%  of  total  1995  revenue  was  derived  from  the  health/insurance  industry,  and  9%  from  the 
banking/finance  industry. 

Geographic  Markets 


Approximately  48%  of  SAS  Institute's  1995  revenue  was  derived  from  the  U.S.,  3%  from  Canada,  38%  from  Europe,  and  1 1% 
from  A.sia/Pacific  and  International  Operations.  A three-year  summary  of  geographic  source  of  revenue  follows: 


SAS  Institute  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

U.S. 

269.9 

48% 

T245.8 

51% 

$222.8 

53% 

Canada 

16.9 

3% 

14.5 

3% 

14.0 

3% 

Europe 

213.7 

38% 

168.7 

35% 

140.6 

!0% 

Asia  Pacific  and  International 

61.9 

11% 

53.0 

11% 

40.3 

33% 

Othe- 

— 

— 

— 

— 

2.5 

1% 

Total 

$562.4 

100% 

$482.6 

100% 

$420.3 

1 00% 

Employees 


As  of  December  31,  1995,  SAS  Institute  had  3,683  full-time  employees  worldwide— 2,404  employees  in  North  America,  1,023  in 
Europe,  and  256  in  the  Asia/Pacific  region. 

Key  Products  and  Services 


With  more  than  3.5  million  users  in  1 19  countries,  SAS  software  products  were  installed  at  29,400  sites  as  of  December  31, 
1995,  up  from  28,300  sites  in  1994,  and  26,661  sites  in  1993. 
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A three-year  summary  of  the  number  of  sites  and  installed  products,  by  processor,  follows: 


SAS  Institute  Inc. 
Three- Year  Site  and 
Product  Installation  Summary 


Fiscal  Year 

1995 

1994 

1993 

Hardware  Platform 

Sites 

Product 

Installations 

Sites 

Product 

Installations 

Sites 

Product 

Installations 

Mainframes 

6,300 

28,300 

6,600 

30,000 

7,058 

31,737 

Minicomputers 

2,500 

13,700 

2,800 

14,000 

3,069 

15,070 

UNIX 

5,200 

30,000 

4,500 

203,000 

3,751 

200,000 

Personal  computers 

15,400 

950,000 

14,400 

875,000 

12,783 

655,000 

Software  Products 

SAS  Institute's  current  software  products  are  outlined  in  the  exhibit  on  the  following  page. 

The  SAS  System  is  an  integrated  suite  of  software  products  for  enterprise-wide  information  delivery  that  provides  organizations 
with  tools  to  access,  manage,  analyze,  and  present  their  data  within  an  application  development  environment. 

• The  SAS  System  has  been  designed  to  support  effective  information  delivery  by: 

o Providing  universal  data  access 

o Increasing  the  capabilities  and  breadth  of  applications  in  the  software 
o Providing  user  interfaces  to  match  user  needs  and  experience 
o Supporting  and  exploiting  the  advantages  of  computer  hardware  platforms 

• The  SAS  System  is  grouped  into  modular  components  that  give  organizations  the  opportunity  to  obtain  only  the 
functions  they  need.  As  organizations'  needs  grow,  they  can  add  additional  SAS  System  components. 

• Capabilities  within  the  SAS  System  include  EIS,  data  warehousing,  graphics,  data  analysis,  report  writing,  quality 
improvement,  project  management,  computer  performance  evaluation,  client/server  computing,  database  access,  decision 
support,  applications  development,  and  more. 

• The  SAS  System's  MultiVendor  ArchitectureTM  (MVAtm)  maximizes  the  system's  ease  of  migration  from  one  operating 
environment  to  another.  With  MVA,  the  SAS  System  is  a vendor-independent  system  that  runs  similarly  across  all 
environments  the  SAS  System  supports. 


Exhibit 

SAS  Institute  Software  Products 


Product 

Description 

Year 

Introduced 

SAS  System 
- Base  SAS 

Foundation  of  SAS  System,  for  data  access,  management,  analysis, 
and  presentation 

1976 

- SAS/FSP® 

Full-screen  product  for  data  entry,  retrieval,  and  letter  writing 

1981 

- SAS/AF® 

Interactive  facility  for  application  development,  computer-based 
training,  and  on-line  help  systems 

1985 

- SAS/GRAPH® 

High- resolution  color  graphics 

1980 

- S AS/OR® 

Project  management  and  operations  research 

1983 

- SAS/QC® 

Tool  for  statistical  quality  improvement 

1986 

- SAS/ETS® 

Econometric,  time  series  analysis  tool 

1980 

- S AS/I  ML® 

Interactive  matrix  programming  facility 

1985 

- SAS/STAT® 

Full-function  statistical  analysis 

1986 

- S AS/S  HARE® 

Multiple-user  access  tool  for  concurrent  updating  of  SAS  data 
libraries;  computer  performance  evaluation  tool 

1987 

1989 

- SAS/ACCESS® 

Interfaces  for  linking  SAS  System  with  various  databases 

1989 

- SAS/RTERM® 

Terminal  emulation  and  high- resolution  graphics 

1985 

http://www.input.com/vaps/vaps_profile.cfm7COMP  ANY_ID=  1 42 


3/16/99 


INPUT  Vendor  Profile  - SAS  Institute  Inc. 


Page  5 of  7 


- SAS/ASSIST® 

Menu-driven  interface  to  SAS  System  tools 

1988 

- SAS/CONNECT® 

Cooperative  and  distributive  processing 

1990 

- SAS/SPECTRAVIEW® 

Multidimensional  visualization  tool 

1995 

- SAS/INSIGHT™ 

Interactive  statistical  graphics 

1990 

- SAS/ENGLISH™ 

Natural  language  interface 

1992 

- SAS/LAB™ 

Statistical  and  graphical  data  analysis  for  scientists  and  engineers 

1992 

- SAS/CALC™ 

Electronic  spreadsheet 

1992 

- SAS/EIS™ 

Executive  inform  at  on  system  development  tool 

1992 

- SAS/TOOLKIT™ 

Tools  for  user- written  procedures 

1992 

- SAS/PH-Clinical™ 

Clinical  data  review 

1992 

SAS/C®Compiler 

Mainframe  C compiler 

1985 

SAS/C  Cross- Platform 
Compiler 

C compiler  for  UNIX 

1994 

SAS/C  C++  Development 
System 

Development  tool  for  mainframes 

1993 

SAS/C  Compiler  for 
AmigaDOS 

Microcomputer  C compiler 

1990 

JMP® 

Macintosh  (and  Windows)  statist  cal  visualization  package 

1989 

SYSTEM  2000® 

Database  management  system 

1984 

Emulus® 

IBM  3270  emulaton  package  for  UNIX 

1994 

InfoTap™ 

Full-text  search  and  retrieval  system 

1994 

• The  SAS  System  supports  mainframes  (MVS,  CMS,  VSE),  minicomputers  (Open VMS  for  VAX  and  AXP),  UNIX 
work  stations  (SunOS,  HP-UX,  AIX,  DG/UX,  ULTRIX,  RISC/os,  Digital  UNIX,  MIPS  ABI,  Intel  ABI),  personal  computers 
(DOS,  Macintosh,  OS/2,  Windows,  Windows  NT),  and  supercomputers  (ConvexOS). 

SYSTEM  2000  runs  on  IBM  370,  390,  30XX,  43 XX,  93XX,  and  compatible  computers  under  OS,  CMS,  DOS/VS,  DOS/VSE, 
and  in  conjunction  with  CICS;  the  Unisys  Series  1 1 00  under  OS  1 1 00;  and  the  Control  Data  6000  and  CYBER  series  under  NOS 
and  NOS/BE. 

Recent  product  announcements  include  the  following: 


t The  SAS/SPECTRAVIEW®  software,  a point-and-click  multidimensional  visualization  tool,  permits  four  dimensional 
exploitation  of  the  SAS  System  for  Data  Warehousing. 

* The  SAS  Business  Solution  for  Financial  Consolidation  & Reporting  is  the  first  in  a series  of  SAS  Business  Solutions  to 
deliver  integrated  data  warehouse  and  OLAP  techniques  in  a targeted  application  for  a specific  group  of  business 
professionals. 

> The  Orlando  Release,  named  after  the  city  in  which  it  was  first  previewed  in  1 995,  is  the  newest  release  of  the  SAS 
System.  It  provides  enhancements  in  data  warehousing,  applications  development,  business  intelligence,  a id  analytic 
and  technical  applications.  In  particular,  the  Orlando  Release  extends  the  SAS  System's  data  warehousing  capabilities 
and  is  laying  the  foundation  for  strategic  implementation  of  warehouses  with  data  warehousing  automation  tools  that 
will  be  added  in  1996. 


The  < ompany  licenses  all  software  products  on  an  annual  basis  (with  the  exception  of  the  JMP  family  of  products). 

• License  fees  for  mainframe  and  minicomputer  products  are  based  on  machine  classification.  Fees  for  the  PC  products  are 
based  on  the  number  of  workstations  where  the  product  is  installed.  Renewals  are  available  at  lower  rates. 

• Technical  support,  enhancements,  and  one  set  of  documentation  are  included  in  the  annual  license  fee. 

• Discounts  are  available  to  degree-granting  institutions. 

Customer  Services 

SAS  Institute  offers  free  software  updates  and  enhancements;  phone-in  technical  support;  24-hour  on-line  support;  consulting 
services;  instructor-,  video-  and  computer-based  training  courses;  documentation;  quarterly  technical  journals;  a network  of 
local,  regional,  national,  and  international  users  groups;  and  a free  quarterly  newsmagazine. 

Instructor  training  is  available  at  the  Institute  Training  Center  in  Cary  (NC)  and  at  SAS  Institute  regional  offices.  Instruction  is 
also  held  at  customer  sites  and  hotel  and  conference  centers  across  the  U.S. 

The  Institute  also  distributes  an  annual  survey-the  SASware  Ballot®.  The  responses  to  the  ballot  provide  a foundation  for  future 
development  and  product  enhancements. 
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development  and  product  enhancements. 

Clients 


Approximately  66%  of  SAS  Institute's  clients  are  businesses  (including  97%  of  the  Fortune  1 00),  1 8%  are  universities,  and  1 6% 
are  government  agencies.  Two-thirds  of  all  organizations  with  the  SAS  system  are  using  the  software  in  multiple  environments. 


SAS  Institute's  commercial  clients  represent  a range  of  industries,  including  aerospace  and  military  commodities,  airlines, 
agriculture  and  forest  products,  appliances  and  household  durables,  autos  and  automotive  products,  banking,  beverages  and  food 
products,  tobacco,  broadcasting  and  publishing,  business  and  public  services,  chemicals,  construction  and  housing,  data 
processing  and  reproduction,  electric  and  gas  utilities,  electrical  and  electronics,  energy  equipment  and  services,  energy  sources, 
financial  services,  health  and  personal  care,  industrial  components,  insurance,  leisure  and  tourism,  machinery  and  engineering, 
merchandising,  metals  and  steel,  pharmaceuticals,  recreation  and  other  consumer  goods,  road  and  rail  transportation, 
telecommunications,  wholesale,  and  international  trade. 


Some  of  SAS  Institute's  announced  customers  include  Alcoa,  American  Airlines,  Amoco,  AT&T,  Avon  Products,  Coca-Cola, 
Data  General,  Daimler-Benz,  Digital  Equipment,  Duke  University,  Du  Pont,  Exxon,  Harvard  University,  Hewlett-Packard,  IBM, 
MCI  Communications,  Monsanto,  Pfizer,  Rohm  and  Haas,  Rolls  Royce,  Shell  Oil,  Sun  Microsystems,  3M,  Upjohn,  and  the  U.S. 
Bureau  of  the  Census. 


Marketing  and  Sales 


SAS  Institute  markets  its  products  in  the  U.S.  through  a direct  sales  force. 

Outside  the  U.S.,  the  company  markets  its  products  through  subsidiaries  and  distributors. 

SAS  Institute  also  has  distributors  in  Argentina,  Brazil,  Chile,  Columbia,  Egypt,  Greece,  India,  Ireland,  Israel,  Latvia,  Lithuania, 
Pakistan,  Panama,  Puerto  Rico,  Russia,  Saudi  Arabia,  Turkey,  Uruguay,  and  Venezuela. 

Alliances 


SAS  Institute  maintains  strategic  development  and  marketing  partnerships  with  all  major  hardware  vendors,  various  software 
vendors,  systems  integrators,  and  leading  consultancies. 

SAS  Institute's  Quality  Partners  Program  is  a program  designed  to  assist  and  support  third-party  organizations  whose  primary 
business  is  providing  consulting  services  using  SAS  software.  The  Program  currently  has  more  than  1 00  partner  organizations 
worldwide. 


In  1995,  SAS  Institute  founded  the  joint  Customer  Technology  Center  with  key  IT  partners,  including  IBM,  Digital  Equipment 
Corporation,  Sun  Microsystems,  and  Hewlett-Packard.  This  center  will  help  customers  speed  up  the  process  of  integrating  UNIX 
workstations,  PCs,  and  mainframe  systems  for  mission-critical  data  and  software  applications. 


During  1995,  SAS  Institute  also  launched  the  Rapid  Data  Warehouse  Partners  Program  to  help  user  organizations  quickly 
implement  complete,  end-to-end  data  warehouse  solutions.  Charter  members  of  the  program  include  IBM,  Hewlett-Packard, 
Digital  Equipment,  Sun  Microsystems,  and  Computer  Sciences  Corporation. 


Cooperative  relationships  with  hardware  and  software  vendors  include  the  following: 


• IBM  Corporation— SAS  Institute  has  had  a formal  business  relationship  with  IBM  since  1988  and  was  one  of  the  first 
independent  software  companies  to  fully  endorse  IBM's  SAA. 

o SAS  Institute  has  a joint  development  agreement  with  IBM  for  the  ESA/390  architecture  and  is  an  IBM 
Business  Partner  through  the  Cooperative  Software  Program  on  the  RS/6000  in  the  RISC/AIX  arena,  and  for 
VSE/ESA  and  VSE/SP  environments  in  the  U.S.  and  Canada. 

o The  Institute  is  also  working  with  IBM  in  the  UNIX  market  to  provide  a complete  hardware/software  solution 
for  distributed  application  processing. 

o In  1995,  SAS  became  a participant  in  IBM's  Market  Development  program  for  the  AIX  operating  system,  full 
support  for  OS/2,  and  a strategic  relationship  for  data  warehousing  and  parallel  processing  on  SAS's  SP/2 
machines. 

• Microsoft  Corporation— SAS  Institute  is  a Microsoft  Solution  Development  Partner,  working  on  joint  development  and 
marketing-related  issues. 

o In  1 995,  the  two  companies  worked  together  in  the  development  of  the  SAS  Orlando  Release  to  provide  a 32-bit 
version  of  the  SAS  System  that  exploits  all  current  Windows  operating  systems. 

o SAS  is  also  working  with  Microsoft  to  provide  full  compatibility  with  Microsoft's  new  BackOffice  suite  of 
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o SAS  is  also  working  with  Microsoft  to  provide  full  compatibility  with  Microsoft's  new  BackOffice  suite  of 
products. 

• Digital  Equipment  Corporation— SAS  Institute  became  a Digital  Cooperative  Marketing  Partner  in  1987.  The  alliance 
covers  Open  VMS  on  VAX  systems  and  ULTRIX  on  RISC-based  systems. 

o In  1990,  SAS  Institute  and  Digital  began  working  together  on  Digital's  64-bit  Alpha  AXP  RISC  systems,  and 
SAS  implemented  the  SAS  System  to  support  Alpha. 

o Recently  the  companies  entered  into  an  engineering  and  marketing  agreement  to  bring  the  benefits  of  64-bit 
computing  to  rapid  data  warehousing,  database  marketing,  and  decision  support  systems. 

• Intel  Corporation— In  1 995,  SAS  Institute  was  part  of  the  early  testing  program  for  the  new  Pentium  Pro  chip  from  Intel, 
and  continues  to  work  closely  with  Intel  in  developing  and  planning  upcoming  hardware  and  software  technology. 

• Apple  Computer,  Inc.— SAS  Institute  is  a member  of  Apple's  Partners  Program.  The  marketing  and  development 
relationship  resulted  in  the  release  of  the  SAS  System  for  Macintosh  platforms  in  1995. 

• Sun  Microsystems— SAS  Institute  is  a Catalyst  Premier  Partner  and  is  involved  with  Sun  in  joint  technology  exchanges, 
joint  marketing,  and  communications  programs. 

• Hewlett-Packard— SAS  Institute  is  a member  of  the  HP  Channel  Partner  program  and  continues  to  be  a supplier  of 
software  solutions  on  the  HP  9000  platform.  For  the  past  two  years,  Hewlett-Packard  has  been  the  fastest  growing  major 
UNIX  platform  for  SAS  System  licenses. 


Other  vendors  with  whom  SAS  Institute  has  business  relationships  include  the  following: 


• Hardware  vendors— Amdahl  Corporation,  AT&T/Global  Information  Solutions,  Axil  Computers,  Bull  Systems, 
Compaq,  Comparex,  Concurrent,  Control  Data,  Dansk  Data  Electroniques,  Data  General,  Fujitsu,  HaL  Computers, 
Hitachi,  ICL,  MasPar  Computer  Corporation,  Motorola,  NEC  Technologies,  Pyramid  Technology,  Sequent,  Siemens 
Nixdorf,  Silicon  Graphics,  Sony  Corporation,  Tadpole  Technology,  Tandem,  and  Unisys 

• Software  vendors— Attachmate  Corp.,  Bitstream,  Inc.,  Borland  International,  Cincom  Systems,  Computer  Associates, 
Interleaf,  Intersolv,  Inc.,  Landmark  Graphics,  Lotus  Development,  Netscape,  Novell,  Inc.,  OpenConnect  Systems, 
Persoft,  Segue  Software,  Inc.,  Sterling  Software,  SunSoft,  Inc.,  Syncsort  Inc.,  Taligent,  TriTeal  Corp.,  and  Visionware 

• Peripherals  vendors— Cabletron  Systems,  Computer  Corporation  of  America,  Concord  Communications,  Inc.,  Digital 
Communication  Associates,  Eastman  Eicon  Technology,  Hummingbird  Communication,  Kodak,  QMS,  Seiko 
Instruments  USA,  Talaris  Systems,  Tektronix,  Xerox,  and  Zephyr  Development 

'•  Information  suppliers— Claritas  Inc.,  CompuServe  Data  Technologies,  Dow  Jones,  Geographic  Data  Technologies,  Inc., 
Reuters  America,  and  S&P  Comstock 

Competition 


SAS  Institute's  principal  competitors,  by  specific  application  area,  include  the  following: 


• Data  management— Information  Builders'  FOCUS 

• Graphics— Computer  Associates'  DISSPLA  and  TELL-A-GRAF 

• Statistical  analysis— SPSS 

• Database  management  systems— Information  Builders'  FOCUS,  Computer  Associates'  RAMIS,  and  Must  Software 
International's  NOMAD 

• C compiler  products-IBM 

• EIS— Comshare,  Information  Resources  Inc.,  Pilot  Executive  Software 

INPUT  Assessment 


SAS  Institute's  large  investment  in  R&D  is  its  greatest  strength,  keeping  the  company's  software  on  the  leading  edge  and  giving 
it  a competitive  advantage. 

The  company  feels  that  its  greatest  challenge  is  the  ongoing  battle  against  the  impression  in  the  marketplace  that  the  SAS  System 
is  merely  a stat  package,  when  in  fact  it  has  far  greater  capabilities. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotilne@input._com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Science  Applications  International 
Corporation 


UPDATED: 

04/30/1998 

Headquarters 

Chairman/CEO: 

Summary  Info 

J.R.  Beyster 

10260  Campus  Point  Drive 

Chairman: 

W.A.  Owens 

San  Diego,  CA  92121 
U.S. 

Phone:  Fax: 

Status: 

Public 

Employees: 

33,000  (04/1997) 

619-546-6000  619-546-6800 

Company  Web  Site: 

Revenue: 

$ 3,100.0  mil 

Key  Points 

http://www.saic.com 

Year  End 

Jan-1997 

• Science  Applications  International  Corporation  (SAIC)  is  the  largest  employee-owned  research  and 
engineering  company  in  the  United  States.  SAIC  offers  a broad  range  of  expertise  in  the  areas  of 
information  technology,  systems  integration,  national  and  international  security,  transportation, 
telecommunications,  health  systems  and  services,  energy,  and  environmental  systems  and  engineering. 

• SAIC  completed  the  acquisition  of  Bellcore  in  November  1997.  Bellcore  now  operates  as  a wholly  owned 
subsidiary  of  SAIC.  The  combined  companies  will  have  an  estimated  annual  revenue  of  nearly  $4  billion. 

• With  the  Bellcore  acquisition,  SAIC  generates  about  54  percent  of  its  business  through  federal  and  state 
government  contracts,  two-thirds  of  which  are  in  the  national  security  area.  Approximately  46  percent  of 
SAIC's  business  is  commercial  and  international. 


Company  Description 

SAIC  is  a leading  systems  integrator,  a leading  research  and  development  (R&D)  firm,  a government  contractor 
and  m ajor  builder  of  the  country's  defense  information  infrastructure,  and  a provider  of  solutions  in  i nformation 
technc  logy,  data  security,  electronic  commerce,  and  the  Internet  and  intranets. 


Founded  by  a small  group  of  scientists  in  1969,  SAIC  has  had  28  years  of  sustained  growth.  SAIC  has 
approximately  25,000  employees,  more  than  350  locations  worldwide,  and  annual  revenues  exceeding  $2.4  billion. 


SAIC  provides  its  clients  a full  range  of  technical  services  including  requirements  analysis;  system  ai  chitectures; 
system  design;  system  migration  strategies  and  plans;  software  design,  development  and  installation  data  base 
selection,  design  and  implementation;  hardware  and  software  integration  and  installation;  network  design  and 
installation;  telecommunications  engineering;  systems  testing;  user  training;  life-cycle  management  and  support, 
and  systems  operations.  SAIC  provides  services  to  federal,  commercial,  and  international  customers  in  a variety  of 
market  areas,  including  information  technology,  systems  integration,  national  and  international  security, 
telecommunications,  health  systems  and  services,  transportation,  energy,  and  environmental  system  s and 
engine  ering. 

SAIC  offers  many  of  its  employees  an  opportunity  for  stock  ownership  in  the  company,  either  by  direct  purchase  or 
through  several  stock  option  plans.  Since  the  stock  is  not  publicly  traded,  liquidity  is  provided  by  the  internal 
market  operated  four  times  a year  by  Bull,  Inc.,  a wholly  owned  broker/dealer  subsidiary. 

Company  Strategy 


SAIC  has  a number  of  strategic  objectives.  An  outline  of  key  objectives  is  below: 

• Build  a preeminent  professional  services  organization  renowned  for  its  contributions  in  information 
technology,  telecommunications,  health,  defense,  energy,  environment,  transportation,  and  law 
enforcement. 

• Contribute  significantly  to  national  and  international  efforts  in  defense,  energy,  environment, 
transportation,  telecommunications,  justice,  and  health. 
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• Continue  to  practice  the  concept  of  employee  ownership  to  ensure  that  those  who  contribute  receive  the 
rewards  for  SAIC’s  success. 

• Maintain  an  earned  reputation  for  products  of  the  highest  quality  and  a commitment  to  client  satisfaction. 

• Manage  SAIC  so  that  it  continues  to  grow  as  a stable  and  useful  component  of  U.S.  business. 


Corresponding  to  its  strategic  objectives,  SAIC  plans  to  develop  additional  and  ongoing  proficiency  in 
telecommunications  and  networking,  software  and  systems  engineering,  and  systems  integration. 

Organization  and  Structure 

SAIC’s  corporate  staff  is  divided  into  the  areas  of  Administration,  Accounting/Finance,  Facilities  Management, 
and  Corporate  Development.  These  organizations  provide  specialized  support  to  the  SAIC  groups  in  many  areas, 
including:  legal,  accounting,  contracts,  purchasing,  security,  marketing,  human  resources,  and  stockholder 
relations.  Most  of  the  corporate  staff  is  located  in  San  Diego,  CA,  and  McLean,  VA. 

SAIC  continues  to  review  the  changing  environment  and  reformat  itself  to  become  more  organizationally  efficient. 
To  that  end,  the  FY98  corporate  organization  consists  of  38  groups,  which  have  been  aggregated  into  13  sectors. 

The  sectors  principally  address  military  science  and  technology,  major  federal  and  commercial  technical  agencies, 
hard  sciences,  communications  and  information  technology,  systems  applications  and  design,  energy, 
environment,  engineering,  health  care,  and  transportation. 

In  the  SAIC  organizational  structure,  operating  divisions  are  assigned  to  operating  groups.  The  SAIC  operating 
divisions  are  the  functional  activities  that  perform  the  work,  with  each  division  being  a center  of  expertise  in  a 
specific  technology  or  specific  type  of  work.  Each  of  the  operating  divisions  is  assigned  to  an  SAIC  operating  group 
for  management,  administrative,  and  marketing  support. 

The  SAIC  sectors  and  groups  are  each  managed  by  an  executive  vice  president  or  a senior  vice  president.  These 
managers  coordinate  the  technical  work  performed  by  their  divisions  and  provide  resources  that  have  been 
centralized  at  their  respective  sector/group  level. 


SAIC's  operating  groups  are  summarized  in  Exhibit  1. 
Exhibit  1 


SAIC  Organization  by  Sector 


ADVANCED  TECHNOLOGY  AND  ANALYSIS  SECTOR 

• Applied  Technology  Group 

• Defense  Analyses  Group 

• Defense  Technology  Group 

• Technology  Analysis  and  Applications  Group 

Test  and  Evaluation  Group 
AM  SEC 

COMMERCIAL  TECHNOLOGY 

• Information  Resources  Group 
. INTESA 

Utilities  Outsourcing  Group 

ENERGY,  ENVIRONMENT,  AND  ENGINEERING 
SECTOR 

• Energy  and  Environment  Group 

• Energy  Systems  Group 

• Engineering  and  Environmental  Management 


MARITIME  TECHNOLOGY  SECTOR 
SCIENCE  AND  ENGINEERING  SECTOR 

• Biomedical  Sciences  Group 

• Major  Programs  Group 


STUDIES  AND  SYSTEMS  SECTOR 

• National  Security  Studies  and  Strategy  Group 

• Space,  Earth  and  Atmospheric  Sciences  Group 


TECHNOLOGY  AND  ADVANCED  SYSTEMS  SECTOR 

• Applied  Systems  Group 

• ASSET  Group 

• Space  and  Defense 

• Technology  Research 
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Group 

Environmental  and  Health  Sciences  Group 

HEALTH  CARE  TECHNOLOGY  SECTOR 

TECHNOLOGY  APPLICATIONS  SECTOR 

• Commercial  Group 

• Customer  Service  and  Support  Group 

Federal  Group 

• Network  Solutions,  Inc. 

• Technology  Applications  Group 

• Telecommunications  Technology  Group 

INFORMATION  AND  TECHNOLOGY  SYSTEMS  SECTOR 

TECHNOLOGY  SOLUTIONS  SECTOR 

• Command  & Control  (C2)  and  Advanced 
Information  Technology  Group 

• Information  Systems  and  Technology  Group 

• Range  and  Information  Systems  Group 

• Information  and  Engineering  Solutions  Group 

• Information  Systems  Solutions  Group 

• Information,  Training,  and  Security  Solutions 
Group 

Software  and  Systems  Integration  Group 

Software  Engineering  Solutions  Group 

LOGISTICS  AND  TRANSPORTATION  SECTOR 

• Engineering,  Logistics,  and  Information  Systems 
Group 

• TransCore  Group 

Source:  SAIC 

SAIC  lias  over  35  subsidiaries  and  equity  partners.  SAIC's  major  operating  subsidiaries  include  the  following: 

• American  Systems  Engineering  Corp.  (AMSEC)  Subsidiary  provides  maintenance  engineering  and 
technical  support  services  to  U.S.  Navy  and  Marine  Industry  customers.  AMSEC  has  over  1,000  employees. 

• Bellcore  (Morristown,  NJ)  is  a leading  provider  of  communications  software,  engineering,  and  professional 
services.  Prior  to  the  SAIC  acquisition,  Bellcore  was  owned  by  the  regional  Bell  operating  companies 
(RBOCs).  Bellcore  has  over  5,200  employees  and  reported  1997  revenues  of  over  $1  billion. 

• General  Sciences  Corporation  (Laurel,  MD)  provides  scientific  research,  software  development , and  systems 
development  and  integration  services  to  governments  and  private  industries  worldwide. 

• Network  Solutions,  Inc.  (Herndon,  VA),  acquired  in  May  1995,  is  a network  integration  subsidiary  that 
offers  internet  and  intranet  services,  network  integration  and  outsourcing  services  to  major  federal,  state 
and  commercial  clients,  and  research,  development  and  implementation  of  network  security,  f rewall  and 
intrusion  monitoring  software.  Network  Solutions  operates  the  Internet  Network  Information  Center 
(InterNIC),  the  Defense  Data  Network  (DDN),  and  the  Security  Coordination  Center  for  the  D DN. 

• Pathology  Associates  International  Corporation  (Frederick,  MD),  acquired  in  June  1995,  provides 
preclinical  biomedical  product  development,  health  effects  assessment  studies,  and  related  bic  medical 
research  support  services. 

• R.E.  Wright,  Inc.,  serving  as  an  outsourcing  vendor,  builds  and  operates  water,  wastewater  and 
environmental  treatment  systems  for  industrial  companies  and  government  agencies. 

• Vaikunt  Technologies  International  Corporation  (VTI)  provides  software  systems  to  assist  pin  rmaceutical 
companies  with  drug  development  and  discovery  and  in  achieving  government  approval  and  certification  of 
new  medicines. 

SAIC’s  major  affiliates  include: 

• The  Carreker  Group  is  a leader  in  banking  technology  and  services,  and  a pioneer  in  the  development  and 
application  of  electronic  check  presentment.  In  1996,  The  Carreker  Group  formed  an  alliance  with  SAIC  in 
order  to  assist  banks  and  other  financial  institutions  in  the  transition  from  paper-based  to  electronic 
transactions,  developing  innovative  and  profitable  ways  for  these  organizations  to  use  electronic  commerce 
with  consumers,  corporations,  government  agencies  and  other  financial  institutions. 

• Danet,  founded  1976,  is  based  in  Darmstadt,  Germany.  Danet  provides  information  technology  consulting, 
software  development,  systems  integration  and  products,  turnkey  mobile  communication  systems  and 
banking  systems.  Danet  is  approximately  42%  owned  by  SAIC,  with  the  remainder  owned  by  Deutsche 
Telekom  and  Danet  employees. 
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• Intesa™,  located  in  Venezuela,  is  the  largest  information  technology  services  company  in  Latin  America 
with  more  than  1,500  employees.  SAIC  will  own  60  percent  of  Intesa™,  and  PDVSA  (Petroleos  de 
Venezuela,  S.A)  the  other  40  percent.  As  part  of  the  joint  venture,  PDVSA's  13  business  units  will 
outsource  their  information  technology  services  to  Intesa™. 

• In  February  1997  SAIC  purchased  20  percent  of  Leadership  2000,  Inc.  In  1998,  SAIC  will  increase  its 
ownership  by  another  20  percent  and  it  will  buy  20  percent  again  in  1999.  Founded  in  1986,  Leadership 
2000  specializes  in  change  management  and  strategic  planning  to  improve  process  engineering  and 
reinvention  in  the  workplace.  With  corporate  headquarters  in  Phoenix,  Arizona,  Leadership  2000  has 
offices  in  Los  Angeles,  California;  Washington,  D.C.;  and  Tucson,  Arizona.  The  consortium  also  has  a 
network  of  41  consultants  and  consulting  organizations  worldwide  serving  27  additional  cities  in  the 
United  States,  Europe  and  Latin  America. 

• Tecsi,  founded  in  1971  and  based  in  Paris,  designs,  integrates  and  operates  digital  billing  and  call  center 
systems  for  telecommunications  applications;  also  offers  information  technology  consulting  services, 
software  development  services  and  integration  of  new  technologies  such  as  real-time  interactive  video  and 
desktop  conferencing  systems.  Tecsi  is  approximately  43%  owned  by  SAIC,  with  the  remainder  owned  by 
France  Telecom  and  Tesci  employees. 

Financials 

SAIC's  fiscal  1997  revenue  reached  $2.4  billion,  a 12%  increase  over  fiscal  1996  revenue  of  $2.16  billion.  Net 
income  rose  11%,  from  $57.3  million  in  fiscal  1996  to  $63.7  million  in  fiscal  1997.  A five-year  financial  summary 
follows. 

Exhibit  2 


Science  Applications  International  Corporation  Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

1997 

1996 

1995 

1996 

1995 

Revenue 

$2,402.2 

$2,155.7 

$1,921.9 

$1,670.9 

$1,504.1 

Percent  change  from  previous  year 

11% 

12% 

15% 

11% 

17% 

Income  (loss)  before  taxes 

113.2 

102.3 

79.7 

69.8 

60.1 

Percent  change  from  previous  year 

11% 

28% 

14% 

16% 

8% 

Net  Income 

63.7 

57.3 

49.1 

41 .5 

38.1 

Percent  change  from  previous  year 

11% 

17% 

18% 

9% 

13% 

Earnings  (loss)  per  share 

1.23 

1.13 

1.01 

0.89 

0.83 

Percent  change  from  previous  year 

9% 

12% 

13% 

7% 

11% 

Source:  SAIC 


Revenue  Analysis  by  Product/Service 

SAIC's  operations  are  classified  into  two  broad  segments-Technical  Services  and  Products.  The  Technical  Services 
segment  is  further  classified  into  the  National  Security,  Health,  Environment,  Energy,  and  other  business  areas. 
Other  business  areas  include  health,  space,  transportation,  and  commercial  information  technology. 

Technical  Services  consist  of  applied  and  basic  research;  analysis  and  development  of  new  and  existing  policies, 
concepts,  systems,  and  programs;  design  and  systems,  and  programs;  design  and  development  of  computer 
software;  systems  engineering;  systems  integration;  test  and  evaluation  of  new  products  or  systems;  technical 
operational  and  management  support;  environmental  engineering;  and  engineering  support  to  existing  facilities, 
laboratories,  and  systems. 


http://www.input.com/vaps/vaps_profile.cfm7COMP  ANY_ID=  139 


3/16/99 


INPUT  Vendor  Profile  - Science  Applications  International  Corporation 


Page  5 of  10 


Products  include  custom-designed  and  standard  hardware  and  software  products  such  as  data  display  devices, 
"ruggedized"  personal  computers,  sensors,  and  nondestructive  imaging  instruments.  These  products  typically 
incorporate  SAIC-developed  hardware  and  software,  as  well  as  hardware  and  software  manufactured  by  others. 


A three-year  summary  of  source  of  revenue  by  business  segment  follows: 
Exhibit  3 


Science  Applications  International  Corporation 


Three-Year  Source  of  Revenue  Summary  ($  Millions) 


Product/Service 

Fiscal  Year 

1997 

(%) 

of  Total 

1996 

(%) 

of  Total 

1995 

(%) 

of  Total 

Technical  Services 

National  Security 

$1,046.9 

44% 

$966.9 

45% 

$891.2 

46% 

Health 

332.1 

14% 

304.2 

14% 

206.4 

11% 

Environment 

260.2 

11% 

274.3 

13% 

264.5 

14% 

Energy 

118.2 

5% 

142.2 

8% 

169.7 

9% 

Other  (a) 

489.9 

20% 

320.1 

14% 

217.8 

11% 

Products 

153.5 

6% 

146.7 

7% 

170.3 

9% 

Interest  income 

1.4 

- 

1.3 

- 

1.9 

- 

Total(b) 

$2,402.2 

100% 

$2,155.7 

100% 

$1,921.9 

100% 

(a)  Includes  space,  transportation,  and  commercial  information  technology 
(b)  Differences  due  to  rounding. 


Source:  SAIC 


Althou  gh  National  Security  revenues  have  declined  as  a percent  of  total  revenues,  these  revenues  increased  8%  in 
fiscal  i.997  to  just  over  $1  billion. 

Other  Technical  Services  revenues  were  20%  during  fiscal  1997,  14%  during  fiscal  1996,  and  11%  during  fiscal 
1995,  -eflecting  the  company's  expansion  into  the  transportation  and  commercial  information  technology  markets. 

Produ  :t  revenues  were  6%  of  total  revenue  during  fiscal  1997.  Subsequent  to  the  1997  fiscal  year  end . on  March  7, 
1997,  SAIC  sold  the  majority  of  net  assets  of  the  SAIT  business  unit,  which  accounted  for  49%  of  SAI  7s  product 
revenues  in  1997. 

The  m ix  of  contracts  for  fiscal  1997  consisted  of  54%  cost  reimbursement,  22%  time  and  materials  an  1 fixed-price 
level-c  f-effort,  and  24%  firm  fixed-price,  compared  to  54%  cost  reimbursement,  26%  time  and  materia  Is  and  fixed- 
price  level-of-effort,  and  20%  firm  fixed-price  in  fiscal  1996. 

Revenues  for  fiscal  1998  are  expected  to  reach  $2.4  billion. 

Market  Financials 


Revenue  from  the  U.S.  government,  either  as  a prime  contractor  or  subcontractor,  accounted  for  79%  ($1.91 
billion)  of  SAIC's  total  revenue  in  fiscal  1997,  compared  to  83%  ($1.79  billion)  of  total  revenue  in  fiscal  1996,  and 
86%  ($1.65  billion)  of  total  revenue  in  fiscal  1995. 

The  remainder  of  SAIC's  revenue  ($365  million  in  fiscal  1996,  $270  million  in  fiscal  1995,  and  $200  million  in 
fiscal  1994)  was  derived  from  state  and  local  government  and  commercial  clients. 

SAIC's  principal  markets  include  national  security,  energy,  environment,  health,  space,  transportation,  and 
information  technology. 
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Geographic  Markets 

Virtually  all  of  SAIC's  revenue  is  derived  from  sales  to  U.S.  customers. 

Locations 

SAIC  has  offices  in  more  than  350  locations  throughout  the  U.S.  and  in  strategic  locations  overseas.  Major  SAIC 
office  complexes/technology  centers  house  computer  centers;  laboratories;  word  processing  centers;  art,  illustration 
and  reproduction  centers;  technical  libraries;  and  administrative  support  services. 

Key  geographical  locations  are  in  Albuquerque,  Anchorage,  Arlington,  Atlanta,  Boston,  Chicago,  Colorado  Springs, 
Dallas,  Dayton,  Denver,  Frederick  (MD),  Hampton  Roads  (VA),  Harrisburg,  Honolulu,  Houston,  Huntsville,  Idaho 
Falls,  Indianapolis,  Las  Vegas,  Los  Angeles,  New  York,  McLean  (VA),  Oak  Ridge  (TN),  Omaha,  Orlando, 
Sacramento,  San  Antonio,  San  Diego,  San  Francisco,  Santa  Barbara,  Seattle,  Tucson,  and  Washington,  D.C. 

International  offices  are  in  Australia,  Canada,  the  Czech  Republic,  Colombia,  France,  Germany,  Hong  Kong, 
Iceland,  Indonesia,  Israel,  Italy,  Japan,  Jordan,  Korea,  Mexico,  New  Zealand,  the  Philippines,  Portugal,  Russia, 
Saudi  Arabia,  Spain,  Thailand,  Turkey,  the  United  Arab  Emirates,  the  U.K.,  Venezuela,  and  Vietnam. 

Laboratories  are  located  in  Albuquerque,  Dayton,  Goleta  (CA),  Idaho  Falls,  Las  Vegas,  McLean  (VA),  Newport 
(RI),  San  Diego,  Seattle,  and  Tucson. 

Employees 

SAIC's  employees  are  segmented  approximately  as  follows: 

Technical/professional  78% 

Managerial  13% 

Administrative  9% 

Academic  Degree  Level* 


Ph.D. 

9% 

Masters  of  Science 

37% 

Bachelor  of  Science 

54% 

*Degree  holders  represent  79%  of  the  professional  staff. 

Academic  Degree  Discipline 

Sciences 

45% 

Engineering 

24% 

Business/Economics/Law 

18% 

Humanities/Social  Sciences 

13% 

At  the  end  of  fiscal  1997  SAIC  had  20,900  full-time  employees,  compared  to  19,500  at  the  end  of  fiscal  1996  and 
16,700  at  the  end  of  fiscal  1995.  As  of  October  1997,  SAIC  had  24,889  employees,  including  about  1,000  overseas 
employees,  counting  both  nationals  and  expatriates. 

Key  Products  and  Services 


This  section  will  focus  on  the  information  services  provided  by  SAIC.  Services  are  primarily  engaged  in  the  health 
care,  national  security,  space,  energy  & environment,  and  transportation  industries. 

SAIC's  systems  integration  services  include  analysis/requirements,  design,  development,  installation/testing,  and 
maintenance/  support. 
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The  company's  expertise  in  database  management  includes  database  integration,  data  navigation  and  mining, 
database  creation/maintenance,  extensive  Oracle  experience,  graphical  user  interfaces,  interactive  kiosks,  pen- 
based  systems,  and  algorithms/numerics. 

SAIC's  experience  in  computer  software  has  included  top-level  structure,  systems  architecture,  and  network 
designs  for  major  software  packages;  systems  analysis,  programming,  compiling,  and  debugging;  verification  and 
validation  of  software  developed  by  SAIC  and  other  firms;  software  maintenance  and  conversion  or  upgrading  of 
software;  use  of  CASE  tools;  personnel  training  in  software  development  and  maintenance;  and  systems 
engineering  and  technical  assistance. 

SAIC  computer  security  specialists  have  experience  in  penetration  analysis  and  evaluation;  vulnerability  analysis 
and  evaluation;  security  risk  assessment;  secure  system  design,  implementation,  and  installation;  security 
engineering  and  trusted  software  development;  contingency  planning;  security  testing;  and  accreditation.  Exhibit 
3 fists  commercial  security  services  as  a subcategory  of  computer  security,  with  a noted  emphasis  on  financial 
services  markets. 

Exhibit  4 


SAIC  Commercial  Security  Services 


Certificate  Management  Systems  Review,  Architecture  Design 

E-Commerce  Security  Evaluations 

Firewall  Penetration  tests 

Funds  Transfer  System  Security  Evaluation 

Global  Data  Network  Security  Assessment 

Mainframe  Security  Evaluations/Penetrations 

Microsoft  NT  Security  Evaluation 

On-Line  Banking  Penetration  Tests 

Remote  Access  Security  Assessment/Penetrations 

Securities  and  Trading  Systems  Security  Evaluations 

Security  Management  System  Product  Evaluation 

Telecommunications  ATM-Based  Full-Service  Network  Assessment 

Web  Site  Security  Assessment 


Source:  SAIC 


SAIC':!  mainframe-to-client/server  migration  expertise  includes  migration  strategies,  extensive  softw  ire 
development  migration  experience,  client/server  engineering,  LAN  performance  tuning,  LAN  manage  ment, 
netwo  -k  security,  and  Lotus  Notes  engineering  experience. 

SAIC's  Internet  services  include  helping  customers  use  the  World  Wide  Web  and  Internet  technology  for  electronic 
commerce,  advertising,  and  marketing,  customer  support,  public  relations,  and  electronic  publishing. 

Energy  systems 

• Customer  care  and  billing  systems 

• Pipeline  distribution  control  systems 

• Plant  information  management  systems 

• Plant  process  computer  systems 

• Training  systems  (accident  simulation) 

Healthcare  technology 

• Computer  infrastructure  design 

• Document  management  systems 

• Internet/intranet  services 

• Network  design  and  implementation 
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Law  enforcement  systems 

• Database  systems 

Logistics  Systems 

• Logistics  management  systems 

• Y2000  services  for  materials  management  systems 

Software  Engineering 

SAIC  has  been  designing,  developing,  and  integrating  software  for  major  computer-based  systems  since  1976. 
Software  systems  are  developed  in  a wide  range  of  programming  languages  for  commercial  and  government  clients 
using  the  SAIC  Common  Approach  to  Software  Development  and  MaintenanceSM. 

Training 

• Virtual  university 

• Computer-based  training 

• Interactive  distance  learning 

• Training  for  industry 

Transportation  systems 

• Consulting  Services 

• Program  Development 

• Simulation  and  Modeling 

• Strategic  Planning 

• Electronic  Toll  and  Traffic  Management 

• Advanced  Revenue  Collection  Systems  (ARCS) 

• Automatic  Vehicle  Identification  (AVI) 

• Electronic  Toll  System  Equipment 

• Toll  Plaza  Animation  Simulation  Systems  (TPASS) 

• Intelligent  Transportation  Systems  (ITS) 

• Congestion  Management  Systems 

• Freeway  Management  Systems 

• Signal  Control  Systems 

• Motor  Vehicle  Systems 

• Electronic  Clearance  Systems 

• Information  Systems  Modernization 

• Rail/Intermodal 

• Automatic  Equipment  Identification  (AEI) 

• Infrared  Defect  Detection 

• Optical  Character  Recognition  (OCR) 
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• Remote  Maintenance  Services 

• Terminal  Management  Systems 

• Video  Inspection 

Research  Centers 


SAIC’s  methodologies  and  research  help  formulate  and  execute  U.S.  national  security  policy.  These  engagements 
are  primarily  managed  through  the  Foreign  Systems  Research  Center,  the  Center  for  Information  Strategy  & 
Policy,  the  Center  for  Global  Security  and  Cooperation,  and  the  Center  for  Verification  of  Research. 

The  Center  for  Information  Strategy  & Policy  explores  all  aspects  of  the  information  revolution  including 
understanding  conflict  in  the  information  age. 

Key  Clients 

Exhibit  5 


SAIC  Sample  Clients 


British  Petroleum 

Health  Alliance  of  Greater  Cincinnati 

Kaiser  Permanente 

NASA 

National  Cancer  Institute 
National  Meteorological  Center 
New  York  City  Police  Department 
Petroleos  de  Venezuela,  S.A.  (PDVSA) 

PriceCostco 

Saint  Luke's  Hospital  (Kansas  City,  MO) 

U.S.  Department  of  Defense 
U.S.  Department  of  Energy 

U.S.  Department  of  Housing  and  Urban  Development 
U.S.  Department  of  Veterans  Affairs 
U.S.  Environmental  Protection  Agency 
U.S.  Federal  Aviation  Administration 
U.S.  Internal  Revenue  Service 


Source:  SAIC 


Major  Engagements  with  the  U.S.  Department  of  Defense 


SAIC  is  a leading  contractor  for  the  development  of  the  U.S.  Department  of  Defense's  (DoD)  information 
capabilities.  Major  engagements  include: 

• Integrating  hardware  and  correlation/data  fusion  software  and  providing  operations  and  maintenance 
support  to  deployed  Navy  systems. 

• Integrating  the  defense  information  infrastructure,  which  will  facilitate  linking  joint  command 
organizations  to  the  military  service  command  and  control  systems. 

• Providing  security  engineering,  encryption  technology,  and  improved  training  to  ensure  defense 
information  infrastructure  security. 

• Requirements  analysis,  network  engineering,  and  development  of  network  management  systems, 
installations,  operations,  and  maintenance  to  provide  a full  range  of  telecommunications  engineering 
services  for  the  Global  Defense  Information  Systems  Network. 

• Software  integration  to  provide  flexible  vertical/horizontal  interoperability  for  military  forces  over  a global 
network  (employing  communications,  computers,  surveillance,  reconnaissance,  intelligence,  and  space- 
based  systems). 

• Streamline  software  development  for  Air  Force  software-intensive  command  and  control  systems  and 
integrate  them  with  defense  information  infrastructure. 

• Systems  integration  and  software  development  to  ensure  land  forces  interoperability/compatibility. 

• Upgrading  and  consolidating  DoD’s  supercomputing  functions  into  four  shared  resource  centers  to  support 
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weapons  development  and  help  DoD  become  a major  force  in  the  national  supercomputing  community. 


SAIC  is  also  a provider  of  the  following  defense-related  IT  systems  and  applications:  simulation  technology  that 
links  constructive,  virtual,  and  live  domains;  intelligence  systems;  logistics  systems;  maritime  technology  systems; 
transportation  systems;  and  undersea  warfare  applications. 

Marketing  and  Sales 

SAIC  Corporate  Development  has  12  full-time  market  development  personnel.  Although  it  varies  over  time,  on 
average  the  SAIC  Sectors  have  about  200  people  directly  assigned  to  market  development.  In  addition,  SAIC  has 
arrangements  with  outside  consultants  to  assist  in  marketing  specific  opportunities. 

GSA  Advantage! 

In  January  1997  SAIC  was  awarded  a 70  B/C  schedule  contract  with  GSA  to  provide  a broad  range  of  ADP  support 
to  include  any  type  of  IT  products  and  services  to  any  agency  in  the  U.S.  Government.  Orders  can  be  placed 
directly  with  SAIC,  and  deliveries  can  be  made  directly  to  the  customer. 

Alliances 

SAIC  has  alliances  with  a range  of  vendors,  including  the  following: 

• Amtrak  (rail  transportation) 

• HBO  & Company  (health  care) 

• Pinkerton — Business  alliance  to  offer  ENTERSECSM  security  service  covering  intellectual  property  and 
electronic  and  physical  assets. 

• Sybase  (health  care  and  oil  and  gas  markets) 

• Symmetrix  (banking  and  insurance  markets) 

Competitors 

SAIC's  major  competitors  for  information  services-related  contracts  include  BDM;  Booz  Allen  Hamilton;  Computer 
Sciences  Corporation;  EDS;  IBM  Global  Services;  PRC  (Litton);  SRA,  Inc.;  and  Unisys. 

Assessment 

SAIC's  strengths  in  the  information  services  arena  include: 

• Significant  experience  in  systems  integration  projects  for  the  federal  government  since  1969 

• Expansion  of  offices  in  international  markets 

• A network  of  strategic  office  locations  near  its  major  customers  to  facilitate  communications 


Challenges  over  the  coming  year  include: 

• The  addition  of  more  than  10,000  new  employees  over  the  last  two  years  challenges  management  to 
maintain  the  values  that  underpin  the  employee-ownership  system. 

• Increasing  market  share  in  a declining  federal  market 

• Increasing  market  share  in  the  company's  commercial  and  international  business  areas 
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SCO 


| 


UPDATED: 

08/01/1996 


Headquarters 


Summary  Info 
President/CEO:  Alok  Mohan 


400  Encinal  Street 

Santa  Cruz,  CA  95061-1900 

U.S. 


Status: 

Employees: 

Revenue: 


Public 

1,188  (09/1996) 
$ 207.9  mil 


Phone: 

(408)  425-7222 

Company  Web  Site: 

http://wvvw.sco.com 


Fax: 

(408)  427-5448 


Year  End 


Sep-1996 


Key  Points 


• SCO,  previously  known  as  The  Santa  Cruz  Operation,  Inc.,  is  a worldwide  leading  developer  and  supplier  of  UNIX 
system  server  software. 

• In  August  1996,  SCO  announced  three  new  cross-platform  products  from  its  Client  Integration  Division. 

» In  June  1996,  the  company  announced  a joint  development  project  with  Data  General,  ICL,  and  HAL  to  integrate 
NUMA  clustering  technology  into  SCO  UnixWare. 

•t>  In  April  1996,  SCO  and  eight  major  computer  manufacturers  formed  an  alliance  to  establish  SCO  UnixWare  as  the 
industry  standard  operating  system  for  volume  enterprise  servers. 

m In  April  1996,  SCO  announced  the  SCO  Internet  Family  of  server  products  for  the  Intel  platforms. 

w In  February  1996,  SCO  and  Hewlett-Packard  announced  a partnership  to  deliver  new  64-bit  operating  system 
technologies. 

v In  February  1 996,  SCO  announced  the  formation  of  strategic  alliances  with  NETCOM  On-Line  Communication 

Services,  Inc.,  Morning  Star  Technologies,  Netscape,  and  Micro  Computer  Systems  to  provide  necessary  components  of 
SCO's  Internet  server  project. 

‘n  In  February  1996,  the  company  announced  its  new  Business  Critical  Internet  strategy. 

m In  December  1995,  SCO  acquired  the  assets  and  core  technologies  of  Novell,  Inc.'s  UnixWare  business. 

m In  September  1 995,  SCO,  Novell,  and  Hewlett-Packard  established  an  alliance  to  deliver  a high-volume  64-bit  UNIX 
operating  system  that  includes  NetWare  and  UNIX  enterprise  services. 

o In  August  1995,  SCO  announced  its  new  telecom  strategy  to  provide  an  open  standards-based  operating  s>  stem. 

« In  August  1995,  SCO  announced  its  new  Layered  Server  Products  division  to  provide  enhanced  Microsoft  services, 
system  management  services,  and  Internet  services  for  UNIX  servers. 


SCO  was  founded  in  1979  and  became  a public  company  in  May  1993.  SCO  is  a leading  supplier  of  UNIX  server  and  host 
systems,  as  well  as  client-integration  software  that  integrates  Microsoft  Windows  PCs  and  other  clients  with  UNIX  servers  from 
all  major  vendors. 

SCO  provides  system  software  for  Business  Critical  Servers  that  run  the  day-  to-day  business  operations  of  large  branch 
organizations  in  retail,  finance,  telecom,  and  government,  as  well  as  corporate  departments  and  small  to  medium-sized 
organizations. 

The  company's  current  products  include  advanced  32-bit  operating  systems,  networking  and  distributed  computing  software, 
user  interface  products,  and  development  and  language  tools.  SCO  OpenServer®  and  SCO  UnixWare  are  the  company's  base 
server  products. 

Organization  and  Structure 


SCO's  corporate  and  Americas  headquarters  are  located  in  Santa  Cruz  (CA),  with  European  and  International  headquarters 
situated  in  Watford,  (U.K.).  The  company's  Government  Systems  Group  is  located  in  Reston  (VA). 

SCO  has  international  offices  in  Beijing  (China),  Dusseldorf  and  Bad  Homburg  (Germany),  Holte  (Denmark),  Hong  Kong,  Issy- 
les-Moulineaux  (France),  Milan  (Italy),  North  Sydney  (Australia),  S.  de  R.L.  de  C.V.  (Mexico),  Singapore,  Tokyo,  and  Toronto 
(Ontario). 
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SCO's  support  infrastructure  includes  several  hundred  distributors  in  more  than  80  countries,  more  than  1 5,000  authorized 
resellers,  500  vertical  solution  providers  and  systems  integrators,  140  education  centers  worldwide,  and  more  than  15,000 
applications  from  12,000  independent  software  vendors  (ISVs). 


SCO's  Platform  Products  Division  provides  the  SCO  OpenServer  and  UnixWare  server,  as  well  as  desktop  and  software 
development  systems. 

The  company's  Layered  Server  Products  Division  was  formed  in  August  1995,  and  markets  SCO's  integration  tools,  middleware 
. for  SCO  OpenServer  and  UnixWare  Systems  as  well  as  other  UNIX  servers,  and  Internet  products. 


SCO's  Client  Integration  Products  Division  was  formed  in  January  1995  with  the  merging  of  IXI  Limited  and  VisionWare  Ltd., 
SCO's  two  subsidiaries  that  market  products  for  UNIX/Windows  integration. 

Company  Strategy 


Company  Mission 

SCO's  mission  is  "to  be  the  leading  supplier  of  UNIX  system  software  for  Business  Critical  Environments,"  including  base 
operating  systems  as  well  as  middleware,  tools,  client-to-UNIX  integration,  and  packaged  solutions. 

Elements  of  the  company's  strategy  for  achieving  this  goal  include: 


• Providing  the  leading  UNIX  server  and  host  system  software  for  Business  Critical  Servers  based  on  Intel  processors 

• Providing  a full  line  of  software  products  that  integrate  Windows  PCs  with  UNIX  servers  from  all  major  vendors 

• Providing  a line  of  layered  server  products  that  extend  the  capabilities  of  SCO  servers 

Technology  and  Marketing  Strategy 


SCO  is  a technology-focused  company— continually  striving  to  be  at  the  forefront  of  technological  innovation,  and  delivering 
that  technology  to  the  end  user  through  channel  partners. 


To  meet  this  goal,  SCO  has  five  overarching  directional  strategies: 


• Making  SCO  technology  available  to  all  markets  through  the  following: 

- SCO-owned  technology,  through  acquisitions  such  as  IXI,  VisionWare,  and  the  UNIX  technology  and  UnixWare 
businesses  from  Novell 

- Making  SCO's  UNIX  the  standard  OS  for  high-volume  enterprise  servers 

- Focusing  development  and  marketing  on  all  appropriate  markets  (SMB  and  enterprise) 

- Focusing  SCO's  marketing,  sales,  and  channel  partners  on  reaching  all  markets 

• Leveraging  technology  and  R&D  investments  from  partners  across  the  industry,  and  incorporating  customer 
requirements  into  products  to  create  value  and  differentiation 

• Establishing  SCO  UNIX  as  the  optimal  ISV  UNIX  platform 

• Adding  value  for  clients  by  entering  complementary  businesses 

- SCO  client  integration— UNIX  /Windows  integration  as  well  as  cross  platform 

- SCO  layered  products— middleware  for  advanced  functionality  of  servers 

- SCO  Internet  products— channel-ready  packaged  Internet  solutions 

• Accelerating  innovation,  including  in  development,  sales,  and  marketing,  as  well  as  in  services  and  support 


SCO's  long-term  goals  are  to  capitalize  on  four  key  trends  in  the  information  technology  industry: 


• The  improving  price  performance  of  Intel  CPU-based  PCs 

• The  transition  of  business-critical  applications  from  mainframes  and  minicomputers  to  networks  in  client/server 
architectures 

• The  shift  toward  increased  automation  of  business  operations  and  the  use  of  information  to  gain  a competitive  advantage 

• The  introduction  of  Internet  network  clients  and  the  requirement  to  support  varieties  of  clients  in  a heterogeneous 
Internet-centric  network 

Internet  Strategy 

In  February  1996,  SCO  announced  its  new  Business  Critical  Internet  strategy.  The  four  components  of  the  strategy  include: 
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• Making  the  Internet  an  integral  part  of  all  SCO  products,  services,  training,  and  partnerships 

• Making  it  easy  to  build  Internet  solutions 

• Providing  ISVs  with  the  tools,  training,  and  services  they  need  to  build  next-generation  Internet  applications 

• Partnering  with  other  Internet  industry  leaders  to  develop  the  world's  best  Internet  products  and  services  for  business 
customers 

SCO  is  currently  focused  on  penetrating  the  Internet  market  with  the  new  SCO  Internet  Server  Family  of  products. 

Financials 


SCO's  fiscal  1995  revenue  reached  $199.3  million,  an  increase  of  8%  over  revenue  of  $184.0  million  in  fiscal  1994. 


• Net  losses  of  $6. 1 million  for  fiscal  1 995  include  nonrecurring  charges  of  approximately  $18.1  million  associated  with 
the  acquisition  of  VisionWare  Ltd.  ($  14. 1 million)  and  work  force  reductions  related  to  certain  restructuring  ($4.0 
million). 

• A five-year  financial  summary  is  shown  below. 


SCO 

Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$199.3 

$184.0 

$178.2 

$163.7 

$135.6 

• Percent  change  from 
previous  year 

8% 

3% 

9% 

21% 

27% 

Income  (loss)  before  taxes 

$(4.2) 

$19.9 

$17.3 

$9.2 

$(11.1) 

• Percent  change  from 
previous  year 

(a) 

(121%) 

15% 

88% 

183% 

(217%) 

Net  income  (loss) 

$(6.1) 

$14.2 

$13.8 

$8.5 

$(11.1) 

• Percent  change  from 
previous  year 

(143%) 

3% 

62% 

177% 

(217%) 

Earn  ngs  (loss)  per  share 

$(0.20) 

$0.45 

$0.47 

$0.32 

$(0.46) 

• Percent  change  from 
previous  year 

(144%) 

(4%) 

47% 

170% 

(207%) 

(a)  Includes  nonrecurring  charges  of  $18.1  million. 

Management  attributes  revenue  growth  during  fiscal  1 995  to  an  8%  increase  in  license  revenue  and  a 7%  increase  in  service 
revenue. 


<>  Fiscal  1995  revenue  included  revenue  from  VisionWare  Ltd.,  acquired  in  December  1994,  as  well  as  revenue  from 
OpenServer  Release  5,  the  next-generation  operating  system  released  in  May  1995. 

«>  Fiscal  1995  losses  were  attributed  to  the  acquisition  of  VisionWare  Ltd. 

Research  and  development  expenditures  were  approximately  $32.2  million  (16%  of  revenue)  in  fiscal  1995,  $28.0  million  (15% 
of  revenue)  in  fiscal  1994,  and  $26.1  million  (15%  of  revenue)  in  fiscal  1993.  Increases  in  research  and  development 
expenditures  in  fiscal  1 995  were  primarily  attributed  to: 
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• Increased  investment  in  new  product  releases,  including  OpenServer  Release  5 and  XVision  Version  6 

• Increased  spending  to  support  the  new  client  integration  product  propositions 

• Localization  efforts  for  SCO's  current  products 

Revenue  Analysis  by  Product/Service 

SCO  derives  revenue  from  two  sources:  software  licenses  and  fees  for  services  that  include  engineering  services,  consulting, 
custom  engineering,  support,  and  training. 


Approximately  89%  of  SCO's  revenue  for  fiscal  1995  was  derived  from  license  revenue  and  the  remaining  1 1%  from  services. 
A three-year  source  of  revenue  summary  follows: 


SCO 


Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

{Processing  services 

$177.5 

89% 

$163.7 

89% 

$159.7 

90% 

[Network  services 

21.8 

11% 

20.3 

11% 

18.5 

10% 

Total 

$199.3 

100% 

$184.0 

100% 

$178.2 

100% 

• License  revenue  increases  for  fiscal  1 995  were  attributed  primarily  to  shipments  of  VisionWare  products  as  part  of 
SCO's  client  integration  product  offerings.  Increased  unit  volume  of  operating  systems  also  contributed  to  the  growth. 

• Service  revenue  increases  for  fiscal  1995  were  attributed  primarily  to  growth  in  custom  engineering  revenue.  Increases 
in  support  services  related  to  SCO's  installed  base  of  products  as  well  as  the  expansion  of  this  installed  base  were  also 
cited  as  contributing  to  service  revenue  growth. 

Interim  Results 

Revenue  for  the  nine  months  ending  June  30,  1 996  reached  $ 1 52.7  million,  compared  to  revenue  of  $ 1 52.2  million  for  the  same 
period  the  previous  year. 


• Including  nonrecurring  charges,  net  loss  for  the  nine-month  period  was  $26.5  million,  compared  to  $3.5  million  during 
the  same  period  in  fiscal  1 995. 

• Nonrecurring  charges  were  related  primarily  to  the  purchase  of  the  UNIX  business  from  Novell  in  1 996  and  VisionWare 
Ltd.  in  1995. 


Market  Financials 


SCO  targets  all  major  market  segments:  primary  information  systems  for  small  and  medium-sized  businesses,  replicated  systems 
for  use  in  distributed  information  systems  in  medium-sized  and  large  organizations,  including  Fortune  1000  corporations,  and 
enterprise  opportunities  in  companies  of  all  sizes. 


SCO's  products  are  used  in  a variety  of  applications,  including  commercial  applications  such  as  point-of-sale  systems, 
customized  computing  systems  for  various  vertical  business  areas,  and  general  business  systems. 


Key  industries  to  which  SCO  markets  its  products  and  services  include  retail,  finance  and  banking,  government,  distribution, 
telecommunications,  transportation,  and  manufacturing. 

Geographic  Markets 


Approximately  53%  ($106.3  million)  of  SCO's  fiscal  1995  revenue  was  derived  from  the  U.S.,  and  the  remaining  47%  from 
international  sources. 
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A three-year  geographic  source  of  revenue  summary  follows. 


SCO 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$106.3 

53% 

$104.4 

57% 

$102.6 

58% 

Europe 

92.6 

46% 

75.8 

41% 

72.1 

40% 

Other  international  operations  (a) 

9.5 

5% 

9.0 

5% 

8.1 

5% 

(Eliminations) 

(9.1) 

(5%) 

(5.2) 

(3%) 

(4.6) 

(3%) 

Total  (b) 

$199.3 

100% 

$184.0 

100% 

$178.2 

100% 

(b)  Difference  due  to  rounding. 

Acquisitions 


In  December  1995,  SCO  purchased  the  assets  of  Novell,  Inc.'s  UnixWare  business,  including  the  core  intellectual  property. 


a SCO  issued  approximately  6. 1 million  shares  of  SCO  common  stock  in  addition  to  incremental  cash  payments  to  be 
made  periodically  through  2001 , totaling  a net  present  value  of  $84  million. 

(i-  As  a result  of  the  purchase,  Novell  now  owns  approximately  17%  of  outstanding  SCO  common  stock. 

< Products  purchased  from  Novell,  Inc.  include: 

- UnixWare  Application  Server  2.01 

- UnixWare  Application  Server  Processor  Upgrade 

- UnixWare  Server  Merge  2.01 

- UnixWare  Personal  Edition  2.01 

- UnixWare  Software  Development  Kit  2.01 

- UnixWare  On-Line  Data  Manager  2.01 

- UnixWare  Encryption  Utilities  2.01 

» SCO  intends  to  release  products  in  1996  and  1997  that  merge  the  SCO  OpenServer  Release  5 system  and  UnixWare  2 
product  lines  (code-named  Gemini). 

t SCO  has  hired  approximately  125  employees  to  support  incremental  product  development  efforts  and  UnixWare  support 
functions. 

In  December  1994,  SCO  purchased  VisionWare  Ltd.,  a provider  of  UNIX/Windows  integration  software,  for  approximately 
$13.7  million  in  cash  and  1 14,342  shares  of  newly  issued  common  stock. 


*'  Integration  products  acquired  in  the  purchase  include  X-Vision,  PC  Connect,  and  SQL  Retriever. 

«.  During  the  first  quarter  of  fiscal  1 995,  the  VisionWare  product  development  team  was  merged  with  the  IXi  product 
development  team  to  create  the  SCO  Client  Integration  Products  Division. 

* The  SCO  Client  Integration  Products  Division  has  since  introduced  the  SCO  Vision  family  of  products  that  integrate 
Windows  clients  with  UNIX  servers. 

Employees 


As  of  September  30,  1 995,  SCO  had  1,128  employees,  segmented  as  follows: 


Marketing  and  sales 525 

Customer  support 42 

Product  development 354 

Finance,  manufacturing,  distribution 
services,  and  administration 207 
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1,128 


The  company  currently  has  approximately  1 ,200  employees. 

Key  Products  and  Services 


Products 

SCO  provides  a family  of  products  for  desktop  computers  and  servers  within  an  open  system  architecture. 


• The  company's  products  include  operating  systems,  networking  systems,  Internet  servers,  user  interfaces,  client 
integration  software,  middleware,  and  development  tools. 

• SCO's  products  are  based  on  a UNIX  System  and  support  the  full  range  of  Intel  and  RISC  processors. 


SCO  offers  three  categories  of  products: 


• Platform  products— OpenServer,  UnixWare,  Unix  Source 

• Layered  server  products— middleware  and  Internet 

• Client  integration  products— SCO  Vision  family 

SCO  Platform  Products 

SCO's  OpenServer  systems  are  UNIX  server  operating  systems  for  Intel  processor-based  platforms.  They  run  multi-user, 
transaction-based  DBMS  and  business  applications,  communications  gateways,  and  mail  and  messaging  servers  in  both  host  and 
client/server  environments. 


SCO  OpenServer  Release  5 provides  advanced  RAS,  interoperability  and  scalability,  distributed  systems  administration  and 
maintenance,  software  deployment  and  management,  support  for  Windows  PCs  and  laptops,  integration  and  migration  of  legacy 
software  and  hardware,  and  access  to  Internet  services. 


Key  base  operating  systems  in  the  OpenServer  product  family  include: 


• SCO  OpenServer  Enterprise  System— A 32-bit,  multiuser,  multitasking  X/Open  UNIX  system-compliant  operating 
system  with  integrated  graphics,  multiprotocol  networking,  Internet  services,  mail  and  messaging  services,  and  remote 
systems  administration  and  software  management 

• SCO  OpenServer  Host  System— A 32-bit,  multiuser,  multitasking  X/Open  UNIX  system-compliant  operating  system 
with  integrated  graphics,  simple  PC  connectivity,  and  mail  and  messaging  services.  It  can  be  upgraded  to  the  Enterprise 
system  when  client/server  or  networking  capabilities  are  required. 

• SCO  UnixWare  Application  Server— A UNIX  application  server  designed  for  seamless  connectivity  with  NetWare 
networks. 

SCO  Desktop  Products 


• SCO  OpenServer  Desktop  System-An  integrated  open,  single-user  operating  system  that  delivers  secure  workstation 
capabilities  and  performance  on  Intel  platforms 

• SCO  UnixWare  Personal  Edition— An  open  development  platform  to  develop  and  administer  line-of-business 
client/server  applications  or  a UNIX  workstation  that  offers  seamless  connectivity  with  Novell  NetWare  networks  and 
services 

• SCO  CMW+— A secure  Compartmentalized  Workstation  (CMW+)  product  that  is  based  upon  SCO  Open  Desktop  3.0 
technology.  It  provides  windowing,  networking,  and  secure  access  to  Microsoft  Windows  3.1  applications  (using 
Merge). 


RAS  and  Scalability  Services— SCO  OpenServer  includes  RAS  features  such  as  filesystem  journaling,  uninterruptible  power 
supply  (UPS)  support,  SNMP  with  SMUX  agents,  instant  reboot  and  fast  filesystem  recover,  filesystem  sizing,  kernel 
reconfiguration,  and  on-line  backup  capabilities. 


• SCO  Virtual  Disk  Manager— A software  extension  to  SCO  OpenServer  Release  5,  providing  software  RAID  0,1,5 
(mirroring  and  striping  of  user  data)  and  SCO  OpenServer  systems  in  the  event  of  hardware  failure 

• SCO  SMP  Licenses— License  extensions  to  SCO  OpenServer  and  SCO  UnixWare  systems 

• SCO  UnixWare  Online  Data  Manager— An  optional  add-on  package  to  SCO  UnixWare  2,  providing  increased  data 
availability  via  software  RAID  level  0,1,5,10,  backup,  restore,  dynamic  performance  analysis,  tuning,  and 
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defragmentation  without  taking  the  system  off-line 

Development  Services— The  SCO  OpenServer  Development  System  can  be  added,  along  with  other  development  tools,  in  order 
to  maintain  applications  across  platforms,  rightsize  existing  host-based  applications,  or  take  advantage  of  leading-edge 
technologies  to  develop  new  client/server  applications. 


• SCO  OpenServer  Development  SystemA  software  development  system  including  a set  of  application  programming 
interfaces,  toolkits,  debuggers,  libraries,  and  utilities 

• SCO  UnixWare  Software  Developers'  Toolkit  (SDK)An  advanced  software  development  environment  for  SCO 
UnixWare  systems  with  a set  of  tools  and  application  programming  interfaces,  including  NetWare  protocol  support 

• SCO  POS  Configuration  ToolkitA  development  tool  that  allows  SCO  UNIX  and  TCP/IP  to  be  configured  to  run  in  as 
little  as  1.2  MB  of  RAM  and  to  support  diskless  PC  configurations,  and  when  used  in  conjunction  with  SCO 
Development  System,  create  32-bit,  networked,  client/server  applications 

Distributed  Services— The  SCO  OpenServer  system  provides  security  for  existing  TCP/IP  networks  plus  remote  system 
administration  and  software  management. 


• SCO  Distributed  Services— A suite  of  products  based  on  OSF  DCE  technology,  including  SCO  Distributed 

Administration  Services,  SCO  Security  Services,  SCO  X.500  Directory  Services,  SCO  DCE  Executive,  SCO  DCE  Cell 
Directory  Services,  and  SCO  DCE  Development  Kit 

Windows  Services— SCO  Open  Server  includes  TCP/IP,  1PX/SPX,  and  POP  network  protocols,  NetWare  and  LAN  Manager 
gateway  services,  Wintif  services,  and  Windows  client  backup  and  restore.  Various  add-on  products  are  also  available. 


• SCO  Merge— Loads  copies  of  MS-DOS  and  Microsoft  Windows  3.11,  providing  multiple  SCO  OpenServer  users  the 
ability  to  run  MS-DOS  and  Microsoft  Windows  applications  concurrently  with  other  UNIX  applications 

» SCO  Wabi— Emulates  the  Microsoft  Windows  interfaces  and  runs  Windows  applications  only  natively  on  SCO 
OpenServer 

SCO  Layered  Server  Products 

SCO'  5 layered  server  products  are  designed  for  extending  the  capabilities  of  the  SCO  OpenServer. 

i>  SCO  Advanced  File  and  Printer  Server— A complete  network  operating  system  extension  to  SCO  OpenSer/er  Release  5 

- SCO  Advanced  File  and  Printer  Server  is  used  to  create  a UNIX  system-based  network  operating  system  that  allows 
the  file  and  printer  access  to  PCs  running  Microsoft  Windows  95,  Windows  NT,  Windows  for  Workgroups,  OS/2,  DOS, 
and  Windows. 

i SCO  Doctor— A systems  management  tool  for  SCO  OpenServer  Release  5.0  and  Release  3 that  provides  pi  rformance 
monitoring,  problem  detection,  alert  notification,  automatic  problem  correction,  reliability  management,  and  automatic 
tuning  for  local,  standalone  SCO  OpenServer  systems  or  across  a LAN/WAN/dial-up  network 
■»  SCO  ARCserve/Open  from  Cheyenne-A  data  management  system  for  enterprise  networks 

- SCO  ARCserve/Open  provides  automated  data  management  to  back  up  and  restore  data  on  servers,  workstations,  and 
desktop  clients. 

- It  provides  multiplatform  support,  real-time  statistics,  disk  grooming,  tape  media  and  device  management,  and  disaster 
recovery  facilities  for  the  server. 

SCO  Internet  Server  Products-In  April  1996,  SCO  announced  the  SCO  Internet  Server  Family  of  products  for  Intel  platforms: 

• SCO  Internet  FastStart-The  cornerstone  server  product  of  the  SCO  Internet  Family  includes  a single-user  version  of 
SCO  OpenServe  Enterprise,  multiline  PPP,  multihoming  support,  Netscape  Navigator,  and  Netscape  Communications 
Server.  Also  included  are  TCP/IP,  IPX/SPX,  NFS,  NIS,  DNS,  PPP,  SMTP,  POP,  and  IMAP  for  networking,  as  well  as 
network  installation  capability. 

FastStart  also  includes  the  SCO  Doctor  Lite  for  monitoring  and  systems  management,  the  SCO  ARCserve/OpenLite  graphical 
backup  system,  and  theSCO  Advanced  File  and  Print  Server. 


• Netscape  Communications  Server— A high-performance  server  software  for  SCO  OpenServer  and  SCO  UnixWare  that 
enables  hypermedia  document  publishing  on  the  Internet's  World  Wide  Web  and  on  internal  TCP/IP  networks 
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• Netscape  Commerce  Server— A high-performance  server  software  for  SCO  OpenServer  and  SCO  UnixWare  for 
conducting  secure  electronic  commerce  and  communications  on  the  Internet  and  other  TCP/IP-based  networks 

• Netscape  Proxy  Server— A high-performance  server  software  for  workgroups  that  allows  Web  replication 

• Netscape  Navigator  2.0— A powerful  point-and-click  network  Web  browser  that  provides  access  to  all  major  Internet 
resources  with  a single  interface 

• SCO  Internet  to  NetWare  Gateway— For  use  in  conjunction  with  clients  to  provide  NetWare  IPX/SPX  users  transparent 
access  to  the  Internet.  The  SCO  Internet  to  NetWare  Gateway  translates  IPX/SPX  data  from  the  NetWare  network  into 
TCP/IP  data  that  can  be  understood  on  the  Internet. 

• SCO  Internet  Security  Package— A GUI-driven  configuration  tool  that  provides  a method  for  easy  configuration,  to  tailor 
security  needs 

SCO  Client  Integration  Products 

The  SCO  Vision  includes  Windows-to-UNIX  integration  products.  These  products  are  available  for  all  Windows  platforms, 
including  3.1,  NT,  and  Windows  95. 


• SCO  XVision  Eclipse— A 32-bit  PC  X server  for  Microsoft  Windows  95  and  Windows  NT,  which  resides  on  the  UNIX 
server,  enabling  remote  desktop  management 

• SCO  SQL-Retriever  4— A 32-bit  Open  Database  Connectivity  (ODBC)  middleware  product  for  Windows  95  and 
Windows  NT,  providing  access  to  all  major  UNIX  SQL  databases 

• SCO  VisionFS— An  SMB  (Server  Message  Block)  server  for  UNIX  systems  using  the  existing  networking  components 
in  Windows  for  Workgroups,  Windows  95,  and  Windows  NT,  and  providing  file  and  print  sharing  capabilities  from 
UNIX  servers  to  Windows  PCs 

• SCO  TermVision— A 32-bit  terminal  emulation  package  that  displays  UNIX  character-based  applications,  files,  and 
services  in  a Windows  format 

• SCO  Supervision— For  remote  management,  configuration,  and  control  of  Windows  desktops 

• SCO  Premier  Motif— A complete  service  for  Motif  developers,  including  software  and  support.  Premier  Motif  provides 
Motif  libraries,  OSF/Motif,  and  a portable  development  base. 

Support  Services 

SCO’s  services  support  its  wide  range  of  customers,  from  small  and  medium-sized  businesses  to  large  enterprises,  at  both  the  end 
user  and  reseller  levels. 


• Education  services  include  off-the-shelf  courseware  and  instruction  guides  provided  to  end  users  and  training  provided 
through  the  140  Authorized  Education  Centers  worldwide.  Advanced  education  is  provided  for  advanced  developers, 
and  certification  programs  are  available  to  train  professionals  in  the  support  and  administration  of  SCO  systems.  On-site 
training  and  custom  programs  are  also  available. 

• Information  services  include  a full  range  of  on-line  services,  24  hours  a day,  7 days  a week,  including  dial-up,  Internet, 
and  CD  subscriptions.  On-line  support  provides  14-hour  access  to  fixes,  supplements,  and  other  information  used  by 
SCO  engineers.  The  SCO  support  library  is  available  on  CD  ROM  or  tape  with  E-mail  updates  of  the  SCO  Online 
Support  (SOS)  System. 

• Technical  support  services  offer  direct  support  24  hours  a day  from  SCO's  Authorized  Support  Centers,  as  well  as 
packages  that  range  from  an  assigned  SCO  account  coordinator  with  immediate  access  to  product  specialists  to  standard 
priority  support  with  a maximum  8-hour  response  time. 

• Professional  services  are  offered  for  large  organizations,  with  a range  of  services  from  custom  engineering  to 
multivendor  systems  integration.  Packages  range  from  high-priority  access  to  an  assigned  SCO  engineer  to  on-site 
consulting/engineering  for  systems  integration,  implementation,  network  design,  and  applications  development.  Special 
services  are  available  for  IHVs. 

• Software  services  include  product  upgrades,  support-level  supplements,  and  extended  feature  supplements. 


Software  enhancement  services,  combined  with  a support  contract,  deliver  continuous  maintenance,  product  enhancements  and 
upgrades,  and  quarterly  CD  ROMs  that  include  various  guides. 

Clients 


Representative  clients  include  the  following: 

Retail-Safeway,  Michael's,  Kmart,  Walgreen's,  KFC,  Pizza  Hut,  McDonald's,  Taco  Bell,  Southland  (7-1 1),  Kroeger,  Billa 
Supermarkets,  Halfords,  Dixon  Stores,  Sears,  Goodyear,  Shoppers  DrugMart,  Rite-Aid,  Nordstrom,  and  Sherwin-Williams 

Finance  and  banking— Central  Fidelity,  NASDAQ  Stock  Exchange,  Toronto  Stock  Exchange,  the  New  York  Stock  Exchange, 
Milan  Stock  Exchange,  People's  Bank  of  China,  Commercial  Bank  China,  Agricultural  Bank  China,  Ulster  Bank,  Citicorp, 
Citibank,  Chase  Manhattan  Bank,  Goldman  Sachs,  Banamex,  Banco  do  Brasil,  Barclays,  and  National  Westminster  Bank 
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Government— Loral/ICS,  the  U.S.  Army  and  Navy,  NATO,  the  U.S.  Department  of  Agriculture,  the  IRS,  the  British  Ministry  of 
Defense,  and  the  U.K.  Royal  Air  Force 

Telecommunications— Northern  Telecom,  France  Telecom,  Telcom  Argentine,  U.S.  West  Telecom,  and  NYNEX  Telecom 

Others— AutoZone,  Valvoline,  Pep  Boys,  General  Motors,  Chinese  Automobile  Company,  BMW,  Ford  Motor  Europe,  Nissan, 
EXXON,  Ashland  Oil,  DHL  de  Mexico,  Shell  Oil,  British  Petroleum,  Port  Authority,  Singapore,  START  (Germany),  Dr.  Pepper 
Bottling,  and  Chrysler 

Marketing  and  Sales 


SCO  sells  and  supports  its  products  and  services  through  a worldwide  network  of  more  than  1 5,000  SCO  Authorized  Resellers 
and  systems  integrators,  several  hundred  distributors,  and  30  OEMs  in  more  than  80  countries. 

• SCO  OpenServer  is  marketed  primarily  through  distributors. 

• SCO  UnixWare  is  marketed  through  enterprise  OEM  partners  such  as  ICL,  NCR,  Siemens,  Olivetti,  Unisys,  Fujitsu,  and 
Data  General. 


The  SCO  sales  and  distribution  channels  focus  on  three  major  customer  groups: 


• Small  and  medium-sized  businesses-SCO  works  with  VARs  and  authorized  resellers  that  develop  and/or  sell  products 
and  services. 

• Corporate  customers— In  the  U.S.  and  for  selected  European  customers,  SCO  has  a major  account  team  that  builds  and 
manages  relationships  with  customers  in  target  industries  as  well  as  with  the  company's  channel  partners  who  support 
these  customers.  In  smaller  markets,  major  distributors  perform  this  role. 


SCO  provides  direct  support  to  major  corporate  customers,  OEMs  market  SCO  solutions  on  their  own  hardware,  s>  stems 
integrators  develop  project-specific  solutions,  and  VARs  provide  industry-specific,  ready-to-use  products. 


« Government  customers— In  the  U.S.,  SCO  has  a dedicated  account  team  to  manage  accounts  with  government  agencies. 
Outside  the  U.S.,  SCO  uses  regional  management  or  OEMs,  major  distributors,  or  major  resellers  to  manage  government 
accounts. 

SCO  also  works  with  federal  systems  integrators  who  integrate  products  from  various  vendors  and  provide  support  services  for 
complete  projects. 

Alliances 


A san  pling  of  recent  alliances  includes: 

• In  June  1996,  SCO  entered  into  a joint  development  agreement  with  Data  General,  ICL,  and  HAL  to  integrate  enterprise- 
class  NUMA  clustering  technology  into  SCO  UnixWare.  This  project  supports  the  company's  strategy  to  make  SCO 
UnixWare  the  standard  UNIX  operating  system  for  volume  enterprise  servers. 

• In  April  1996,  SCO,  Intel,  and  seven  major  computer  manufacturers  announced  intentions  to  work  together  to  establish 
SCO  UnixWare  as  the  industry-standard  UNIX  operating  system  for  volume  enterprise  servers  on  Intel  microprocessors. 

• In  February  1 996,  SCO  and  Hewlett-Packard  detailed  the  companies'  joint  strategy  and  plans  to  deliver  the  next- 
generation,  64-bit  UNIX  operating  system  technologies  (Code-name  SDA). 

• In  February  1996,  SCO  developed  strategic  alliances  with  NETCOM,  Morning  Star  Technologies,  Netscape,  and  Micro 
Computer  Systems  in  support  of  SCO's  Internet  server  project.  The  products  covered  under  the  following  alliances  are  to 
be  ported  to  SCO's  OpenServer  and  UnixWare  platforms. 

- Under  the  terms  of  the  marketing  agreement  with  NETCOM,  NETCOM  is  to  provide  SCO  customers  with  high-speed, 
dedicated  connections  such  as  T1  (1.54  Mbps)  and  56  Kbps,  and  dial-up  ISDN  and  28.8  Kbps  connectivity 

- SCO's  licensing  agreement  with  Morning  Star  Technologies  provides  for  Morning  Star's  PPP  technologies  to  be 
included  in  SCO's  new  Internet  family  of  products,  providing  necessary  security  features. 


- Through  an  OEM  reseller  agreement,  SCO  agreed  to  license  Netscape  products,  including  the  Netscape  Commerce 
Server,  Netscape  Communications  Server,  Netscape  Proxy  Server,  and  the  Netscape  Navigator  software. 
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- Under  SCO's  licensing  agreement  with  Micro  Computer  Systems,  SCO  will  also  use  Micro  Computer  Systems' 
IPX/SPX  gateway. 


• In  an  effort  to  providing  true  open  system  products,  SCO  works  with  standards  organizations  such  as  X/Open  and  the 
Open  Software  Foundation  to  assure  continued  conformance  to  open  system  standards. 


In  August  1995,  SCO  announced  its  new  telecom  strategy  to  provide  an  open,  standards-based  operating  system  to  replace 
proprietary  operating  systems  running  PBX  systems,  and  to  integrate  those  PBX  systems  into  networked  computer  telephony 
systems. 


Currently,  the  company  has  strategic  technology  alliances  for  SCO  UnixWare  and  SCO  OpenServer  with  various  third  parties, 
including  Cheyenne  Software,  Inc.  of  Roslyn  Heights  (NY),  Mainsoft  Corp.  of  Sunnyvale  (CA),  and  Go  Ahead  Software  of 
Seattle  (WA). 

Competition 


SCO  faces  direct  competition  from  the  following  competitors: 

Operating  systems— Microsoft  NT  and  Sun  Microsystems  Solaris 

UNIX  system  OEMs— NCR,  Digital  Equipment  Corporation,  Hewlett-Packard,  IBM,  Olivetti,  Sun  Microsystems,  and  Unisys 

Multiprocessor  servers— IBM's  AS/400,  Digital  Equipment  Corporation's  Alpha-based  servers,  and  Sequent  servers 

Systems  based  on  microprocessors  other  than  Intel— Digital  Equipment  Corporation,  Hewlett-Packard,  IBM,  and  Sun 
Microsystems 

Assessment 


SCO's  strengths  include: 


• Owner  of  UNIX  technologies  and  intellectual  property 

• Experienced  in  channels  of  distribution 

• Strong  alliances  and  OEM  partnerships 

• Wide  range  of  application  software 

Challenges  facing  the  company  in  the  coming  year  include: 

• Attracting  and  retaining  qualified  technical,  managerial,  and  marketing  personnel 

• Training  sales  personnel  and  partners  on  a continually  increasing  range  of  products 

• Staying  at  the  forefront  of  innovation 

• Managing  the  demands  and  requirements  of  customers,  third-party  partners,  and  the  market 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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Headquarters 


2777  Summer  Street 
6th  Floor 

Stamford,  CT  06905 
U.S. 

Phone: 

Company  Web  Site: 

http://www.se-tech.com 


SE  Technologies,  Inc. 


Summary  Info 

Status:  Private 

Employees:  440(04/1998) 

Revenue:  N/A 


Capability  Profiles 

CAPABILITY  REGION 


Baan  Services  Europe 

Baan  Services  U.S. 


No  main  company  profile  is  available  for  this  company. 
Click  on  one  of  the  Capabihty  Profile  links 
to  view  this  company's  capabihty  profile  in  the  market  listed. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.corrr 
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UPDATED: 

11/01/1996 


Headquarters 


4170  Ashford  Dunwoody  Road 
Atlanta,  GA  30319-1457 
U.S. 

France  Office 


16  rue  Barbes 
92126 

Montrouge  Cedex 
France 

Phone:  Fax: 

+33  1 40  92  40  92  +33  1 46  56  96  53 

Company  Web  Site: 

http://www.semagroup.com 


Summary  Info 


Chairman: 

CEO: 

Status: 

Employees: 

Revenue: 
Revenue  (FF  mil): 

Year  End 


A.  Barrera  de  Irimo 
Pierr  S.E.  Bonelli 

Public 

10,641  (12/1996) 

N/A 

972.0 

Dec-1996 


Capability  Profiles 


CAPABILITY 

REGION 

Baan  Services 

Europe 

Business  Continuity  Services 

U.K. 

Business  Continuity  Services 
(German) 

Germany 

Desktop  Services 

Europe 

Desktop  Services 

U.K. 

Digital  Money  Services 

U.S. 

SAP  Services  (German) 

Germany 

Key  Points 

» High  acquisition  activity 
» Strong  growth  in  telecommunications 
» Expansion  of  operations  outside  Europe 


Company  Description 

In  1988,  the  French  services  company  Sema  Metra  and  the  U.K.-based  Cap  Group  mergeo  to  form 
Sen  a Group.  Both  companies  had  been  in  operation  for  around  25  years  and  were  well  esl  ablished  in 
the  iT  software  and  services  markets. 


Sema  Group’s  main  business  areas  are  consulting  and  systems  integration,  and  outsourcing.  The 
Group  has  traditionally  been  involved  in  very  large  projects,  acting  as  prime  contractor.  These 
activities  have  formed  the  basis  for  strong  project  management  skills  and  systems  development 
methodologies. 

Sema  Group  is  active  in  a range  of  vertical  markets  with  telecommunications  showing  the  strongest 
growth.  Defence,  public  sector  and  banking  and  finance  represent  more  than  half  of  the  company’s 
turnover. 


Operations  and  Structure 

Sema  Group  is  a public  company,  listed  on  the  London  Stock  Exchange  and  the  Paris  Bourse. 
Exhibit  1 hsts  Sema  Group’s  major  shareholders. 
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Exhibit  1 


Sema  Group’s  Shareholders 
(March  1996) 


Name 

Percentage  Owned 

Financiere  Sema  SA 

41.51 

Schneider  SA 

6.58 

Abu  Dhabi  Investment  Author 

6.35 

Shell  Petroleum  Company  Ltd 

4.20 

Lloyds  TSB  Group  pic 

3.11 

Source:  Sema  Group 

Financiere  Sema  SA  is  a company  jointly  owned  by  Compagnie  Financiere  de  Paribas  SA  and  France 
Telecom.  Until  1995,  Cap  Gemini  held  27.6%  of  Sema  Group’s  shares,  but  the  company  sold  its  stake 
during  the  year. 

In  Europe,  Sema  Group  has  operations  in  France,  U.K.,  Belgium,  Denmark,  Germany,  the 
Netherlands,  Spain,  Sweden  and  Switzerland.  The  company  is  also  established  in,  Argentina,  China, 
Hong  Kong,  India,  Malaysia,  Singapore  and — since  earlier  this  year — in  Canada  and  the  US.  Due  to 
its  part  ownership  by  a bank  (Paribas),  Sema  had  been  banned  from  entering  the  U.S.  IT  services 
market.  However,  the  company  was  granted  an  exemption  by  the  Federal  Reserve  Board  of 
Governors  in  February  1996  to  market  its  billing  and  customer  care  system  to  operators  of  digital 
mobile  telephone  networks. 

Sema  Group’s  direct  subsidiaries  are  shown  in  Exhibit  2. 

Exhibit  2 


Sema  Group:  Direct  Subsidiaries 


Name 

Country 

% Owned 

BAeSEMA  Ltd 

England 

50 

Sema  Group  SA 

France 

99.76 

Sema  Group  Asia  Pacific 
Pte  Limited 

Singapore 

100 

Sema  Group  UK  Limited 

England 

100 

SGAP  (Malaysia) 
Sendirian  Berhad 

Malaysia 

100 

Source:  Sema  Group 


Sema  Group  SA  owns  most  of  the  country  subsidiaries. 

Exhibit  3 shows  the  development  in  average  number  of  employees  by  country.  At  the  end  of  1995, 
Sema  Group  had  9,377  employees  which  was  a 10%  increase  over  1994. 

Exhibit  3 
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Employees  by  Country, 
Sema  Group,  1994  and  1995 


Country 

1994 

1995 

% Change 

U.K. 

3,299 

3,545 

7.5 

France 

2,036 

2,134 

4.8 

Sweden 

1,251 

1,437 

14.9 

Other  Countries 

1,570 

1,618 

3.1 

Total 

8,156 

8,734 

7.1 

Source:  Sema  Group 


The  strong  increase  in  staff  numbers  in  Sweden  from  1994  to  1995  was  achieved  by  organic  growth. 
The  Swedish  subsidiary  was  first  fully  consolidated  in  1994. 

An  analysis  of  the  development  in  number  of  employees  by  major  activity  is  provided  in  Exhibit  4. 
Exhibit  4 


Employees  by  Activity, 
Sema  Group,  1994  and  1995 


Activity 

1994 

1995 

% Change 

1 

Sy: ferns  Integration 

5,122 

4,920 

(3.9) 

Ouisourcing 

2,336 

3,151 

34  9 

Prc  ducts 

698 

663 

(5.0) 

Toial 

8,156 

8,734 

7.1 

Source:  Sema  Group 


Sema  Group’s  outsourcing  business  has  grown  strongly  over  the  past  few  years,  also  in  ter  ms  of  head 
coui  ts  as  illustrated  in  Exhibit  4.  The  growth  in  outsourcing  staff  is  due  to  large  contract  wins 
during  the  year  but  also  the  acquisition  of  France  Telecom’s  subsidiary  TS  FM  (see  below) 

Company  Strategy 

Sema  Group’s  general  strategy  is  to  concentrate  on  its  three  core  businesses:  systems  integration, 
including  consulting,  outsourcing  and  software  products.  The  company  considers  that  the 
convergence  of  consultancy,  systems  integration  and  outsourcing  in  business  systems  must  act  as  a 
growth  accelerator. 

On  the  product  side,  Sema  Group  is  strongly  involved  in  developing  solutions  for  selected  vertical 
markets.  The  defence  market  naturally  remains  important  while  the  company  is  also  increasing  its 
penetration  of  the  finance  and  telecommunications  market. 

Geographically,  Sema  Group  is  establishing  a firm  ground  in  Europe  from  which  it  can  expand  to 
other  parts  of  the  world.  Asia,  where  the  Group  has  operated  since  1983,  has  a high  priority. 
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Sema  Group’s  long-term  strategy  is  encapsulated  in  the  following  points: 

• concentrating  on  systems  integration  and  outsourcing 

• developing  vertical  solutions  in  high-growth  markets 

• achieving  a balanced  geographic  coverage 

• adopting  an  organisational  structure  that  supports  operational  and  strategic  objectives 

Financial  Results 

Exhibit  5 provides  a financial  summary  of  Sema  Group’s  financial  results. 

Exhibit  5 


Sema  Group  Financial  Summary,  1991  to  1995  (FYE  31-12)  (£  millions / 


Year 

1991 

1992 

1993 

1994 

1995 

Revenues 

413 

417 

502 

596 

678 

Annual  Growth 

10.1% 

1 .0% 

20.4% 

18.7% 

13.8% 

Profit  After  Tax 

10.6 

29.4 

25.7 

23.9 

27.8 

% of  Revenue 

2.6% 

7.1% 

5.1% 

4.0% 

4.1% 

Average  Staff  Number 

7.450 

6,913 

7,254 

8,156 

8,734 

Revenue  per  Employee 
(£000) 

55.4 

60.3 

69.2 

73.1 

77.6 

Source:  Sema  Group 


Sema  Group  has  shown  solid  profitable  revenue  growth  over  the  past  five  years.  This  trend  seems  to 
continue  for  the  current  year.  The  company’s  1H96  results  showed  revenues  up  33%  at  £427  million 
and  profit  after  tax  up  28%  at  £14.7  million. 

Market  Analysis 

An  analysis  of  Sema  Group’s  revenues  by  activity  as  published  by  the  company  is  shown  in  Exhibit  6. 
Exhibit  6 


Sema  Group 

1995  Revenues  by  Activity  (£  Million) 


Activity 

Revenue 

Share 

Systems  Integration 

403 

59% 

- of  which  Consulting 

88 

13% 

Outsourcing 

222 

33% 

Products 

53 

8% 

Total 

678 

Source:  Sema  Group 
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From  1994  to  1995,  the  outsourcing  business  increased  from  29%  to  33%  of  revenues.  This  business 
stream  continues  to  grow  in  importance  for  Sema  Group.  In  1H96,  outsourcing  represented  41%  of 
turnover  while  systems  integration  decreased  to  53%. 

Exhibit  7 provides  INPUT’S  estimates  of  Sema  Group’s  European  revenues  by  service  delivery  mode. 
Exhibit  7 


Sema  Group  European  Revenues 
by  Delivery  Mode  1995  ($  Millions) 


Delivery  Mode 

Revenues 

Share 

Application  Software  Products 

15 

2% 

Professional  Services 

420 

43% 

Systems  Integration 

200 

20% 

Systems  Operations 

345 

35% 

Total  Software  & Services 

980 

100% 

Percentages  are  rounded 
Source:  INPUT  Estimates 

Exhibit  8 shows  Sema  Group’s  revenues  by  vertical  market. 
Exhibit  8 


Sema  Group 

1995  Revenues  by  Vertical  Market  (£  Millions) 


Vertical  Market 

Revenues 

Share 

Defence 

163 

24% 

Public  Sector 

108 

16% 

Banking  & Finance 

102 

15% 

Commerce  & Services 

95 

14% 

Energy  & Utilities 

88 

13% 

Industry 

61 

9% 

Telecommunications 

61 

9% 

Total 

678 

100% 

Source:  Sema  Group 

From  1994  to  1995,  Sema  Group  increased  its  revenues  in  Telecommunications,  which  is  a strategic 
market  for  the  company.  In  1994,  telecommunications  accounted  for  6%  of  total  revenues  or  £36 
million. 

In  1H96,  almost  12%  of  the  company’s  revenues  were  generated  in  this  market,  indicating  that  Sema 
Group  is  succeeding  in  implementing  its  strategy. 

Geographic  Markets 

Sema  Group’s  revenues  by  country  or  geographic  region  are  shown  in  Exhibit  9. 
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Exhibit  9 


Sema  Group  Revenues  by  Country, 
1995  (£  Millions) 


Country 

Revenues 

Share 

United  Kingdom 

224 

33% 

France 

163 

24% 

Scandinavia 

136 

20% 

Germany 

41 

6% 

Spain 

34 

5% 

Benelux 

20 

3% 

Asia 

34 

5% 

Others 

27 

4% 

Total 

678 

100% 

Source:  Sema  Group 

Although  Sema  Group  has  increased  its  activities  outside  Europe,  the  company  still  generates  93%  of 
its  revenues  inside  Europe  compared  with  99%  in  1994. 

Sema  Group  is  becoming  less  dependent  on  its  home  markets,  France  and  the  UK.  In  1994,  these  two 
markets  accounted  for  27%  and  38%  respectively.  For  the  first  half  of  1996,  the  geographic  spread  of 
revenues  remained  more  or  less  unchanged  from  1995. 

Acquisitions  and  Alliances 

During  1995  and  1996,  Sema  Group  has  strengthened  its  position  by  a range  of  acquisitions. 

In  July  1996,  Sema  Group  acquired  Syntax  Processing  SpA  from  Olivetti.  Syntax  is  an  outsourcing 
company,  active  in  the  Italian  market. 

In  April  1996,  Sema  Group  bought  the  Spanish  systems  integrator,  Infoservicios  SA.  Infoservicios 
was  the  technology  subsidiary  of  La  Caja  de  Madrid,  which  retains  a 25%  interest. 

In  March  1996,  the  company  acquired  the  London-based  IT  services  consultancy,  Mouncey  & 

Partners  Ltd.  This  acquisition  strengthens  Sema  Group’s  project  management  and  technical 
consultancy  skills  in  the  public  sector. 

Also  in  March,  Sema  Group  purchased  a further  stake  in  Tibet  SA,  taking  the  company’s  interest  to 
98%. 

February  1996  saw  Sema  Group  expand  its  activities  in  disaster  recovery  services  by  the  acquisition 
of  Datashield  Ltd. 

In  1995,  the  largest  acquisition  was  a 40%  interest  in  TS  FM  Holdings  SA.  TS  FM  SA  specialises  in 
outsourcing,  software  maintenance  and  development  services.  A shareholders’  agreement  gives  Sema 
Group  the  management  of  TS  FM  SA’s  operations. 

Other  acquisitions  in  1995  included: 
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• Goya  Servicios  Telematicos,  a large  Spanish  Internet  access  and  services  provider 

• The  remaining  50%  of  CAP-RS,  which  provides  disaster  recovery  and  backup  facilities  in  the 
UK,  Germany  and  Singapore 

• A 51%  stake  in  Paris-based  Progenia  SA,  which  provides  front  and  back-office  banking  and 
capital  market  systems 

• A 45%  interest  in  Paradigm  Systems  Technology  (Pty)  Ltd,  a South  African  company 
specialising  in  integrated  systems  used  primarily  in  military  logistics  applications. 

Key  Products  and  Services 

Sema  Group  offers  a range  of  IT  services  and  application  solutions  for  chosen  vertical  markets. 

Under  its  systems  integration  services— encompassing  design,  development  and  integration  of 
software,  hardware  and  telecommunications — Sema  Group  will  take  on  large-scale  complex  projects. 
The  company  has  is  own  developed  Methodology  for  Systems  Integration  which  defines  deliverables, 
activities,  organisation  structures  and  project  management  approach.  This  methodology  is  used  for 
all  projects  worldwide.  All  projects  are  subject  to  the  company’s  ISO  9001  certified  Quality 
Management  System. 

Sema  Group’s  consulting  services  encompass  technical  consulting,  project  management  and 
business  process  reengineering.  The  company  uses  trans-national,  multi-disciplinary  teams, 
including  experts  in  change  management  and  risk  assessment  as  well  as  project  managers  and 
systems  development  professionals. 

Sema  Group  also  covers  all  Year  2000  and  Euro  related  services  from  impact  analysis  and  business 
risk  assessment  to  technical  consultancy. 

Traditionally,  Sema  Group  has  been  more  involved  in  systems  development  than  consulting.  The 
company  has  expertise  in  using  off-the-shelf,  customised  or  bespoke  software  for  business  and 
technical  applications.  Sema  Group  has  applied  this  expertise  to  develop  strong  solutions  for  its 
target  vertical  markets,  such  as  telecommunications  and  defence. 

The  company’s  product  range  in  telecommunications  includes: 

■»  SMS2000  - a high  performance  message  engine 
j AUC2000  - a scaleable  GSM  Authentication  Centre 

» CABS  2000  - a customer  care  and  billing  systems  for  GSM  and  analogue  network  m obile 
telecommunications  operators. 

In  the  Banking  & Finance  market,  Sema  Group’s  offerings  include  branch  systems,  payment  systems 
(CardPac  card  management  system)  and  developments  of  smart  card  solutions. 

Sema  Group’s  outsourcing  business  encompasses  the  range  of  services  from  taking-over  whole  IT 
departments,  including  the  staff,  to  handling  only  part  of  a client’s  IT  infrastructure,  such  as  the 
desktop  or  electronic  data  interchange  services. 

Sema  Group  also  offers  disaster  recovery  and  back-up  facility  services. 

Recent  Projects  and  Major  Clients 

The  following  lists  some  of  Sema  Group’s  major  projects  in  1996: 
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• Outsourcing  contracts  with  Messier-Dowty  SAS  and  Messier-Bugatti  worth  a total  of  £62 
million.  Sema  Group  will  be  responsible  for  operating,  maintaining  and  developing  the  entire 
IT  infrastructure  for  the  two  clients.  Both  companies  are  in  the  aeronautics  industry. 

• Five-year  outsourcing  contract  with  Willis  Corroon  pic,  the  UK’s  largest  insurance  broker.  The 
contract  covers  the  management  and  support  of  IT  helpdesk,  PC  services,  LANs  and  WANs 
and  voice  networks  and  switchboards. 

• Sema  Group  was  elected  the  IT  integrator  for  Euro96  - the  European  football  championships 
held  earlier  this  year  in  the  UK. 

Exhibit  10  lists  some  of  Sema  Group’s  major  clients. 

Exhibit  10 


A Selection  of  Sema  Group’s  Major  Clients 


Vertical  Market 

Company 

Banking  & Finance 

Birmingham  Midshires  Building  Society,  UK 
Lansforsakringsbolagens  AB,  Sweden 
Standard  Chartered  Bank,  UK 
Caisses  d’Epargne,  France 
Banco  Santander,  Spain 
Sogen  Fiditalia,  Italy 

Defence 

German  Army,  Heros  Project 

Royal  Navy,  UK 

French  Army,  SI  MAT  Project 

Public  Sector 

Home  Office,  UK 

Ministry  of  Agriculture,  France 

Information  Technology  Services  Agency,  UK 

Energy  & Utilities 

North  West  Water,  UK 
Electricite  de  France 
Gaz  de  France 
Svenska  Kraftnat,  Sweden 

Commerce  & Services 

Bilspedition,  Sweden 
Renfe,  Spain 
Railtrack,  UK 

T elecommunications 

France  Telecom,  France 
Bouygues  Telecom,  France 
Retevision,  Spain 
Vodacom,  South  Africa 
AT&T  Wireless,  U.S. 

Source:  Sema  Group 


INPUT  Assessment 


Sema  Group  has  a strong  systems  development  heritage  which  it  is  making  good  use  of  to  expand 
into  its  strategic  vertical  markets. 

The  company  has  traditionally  been  less  strong  in  business  process  management  but  will  doubtless 
strengthen  this  side  of  its  operations  by  acquisition. 

Sema  Group  has  grown  strongly,  both  organically  and  through  acquisition,  in  the  past  few  years. 
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However,  the  company  has  managed  to  maintain  constant  profit  levels. 

Sema  Group  has  used  a growth  strategy  where  it  has  established  a firm  foundation  in  either 
geographical  or  vertical  markets  from  which  to  expand.  This  strategy  looks  to  be  paying  off  and 
INPUT  believes  that  Sema  will  continue  to  be  a major  European  IT  services  player. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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SG2  Group 


UPDATED: 

01/01/1996 


Headquarters 


President: 

Status: 

Parent: 

Employees: 

Revenue: 
Revenue  ( mil): 


Summary  Info 


Georges  Grima 
Subsidiary 
SociTtT  GTnTrale 

1,200 

N/A 

1,102.0 


Les  Miroirs  - Cedex  107 
92978  Paris  - La  Defense 
France 


Phone: 

+33  1 41  45  10  10 


Fax: 

+33  1 41  45  10  20 


Company  Web  Site: 

http://www.SQ2.fr: 5000 


Year  End 


Dec- 1996 


Capability  Profiles 


CAPABILITY 

Call  Center  Operations  (French) 


REGION 

France 


Key  Points 


• SG2,  one  of  the  top  20  French  information  services  companies,  is  a subsidiary  Societe  Generate  and  derives  a 
portion  of  its  revenue  from  the  banking  and  finance  sector. 

• During  the  1990s,  the  group  has  divested  nondomestic  activities  and  concentrated  its  activities  around  technol 
services  relating  to  payment  systems  and  electronic  funds  transfer. 

• In  1996,  SG2  transferred  its  systems  engineering  division  to  SOPRA  for  a share  in  this  company.  The  deal  mar 
start  of  a close  partnership  between  the  two  companies. 

Company  Description 

SG2  w is  formed  in  1970  to  support  Societe  Generale  in  its  deployment  of  information  technology.  However,  the  group 
began  ;o  offer  its  services  to  other  banks  and  later  to  other  industry  sectors. 

SG2  sf  ecializes  in  document  processing  services,  value-added  network  services,  information  database  3,  and  facilities 
manag  3ment. 

Operations  and  Structure 

SG2  is  a subsidiary  of  Societe  Generale  through  the  financial  holding  company  Geninfo. 

Until  1 996,  SG2  was  structured  in  two  divisions:  Information  Systems  Engineering  and  Services.  However,  with  the  t 
its  IS  Engineering  arm  to  SOPRA  in  1996  (see  the  "Acquisitions/Divestitures"  section),  the  group  is  now  concentrating 
services  activities. 

Exhibii;  1 provides  an  overview  of  SG2’s  organization  for  1997. 


Exhibit  1 


SG2  Group 
Organization  1997 
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Source:  SG2 

Company  Strategy 

SG2’s  strategic  directions  were  set  in  1994  and  are  still  the  foundation  for  the  group’s  growth  strategy. 


SG2  will  continue  to  focus  on  developing  its  position  in  the  French  banking  and  finance  market  while  leveraging  its  ex 
and  capabilities  in  this  marketplace  to  other  growing  niche  markets.  The  company  has  developed  strong  know-how  in 
and  technologies  surrounding  electronic  payment  systems.  Electronic  commerce  and  payments  will  continue  to  be  the 
area  of  the  group. 


The  group  has  in  recent  years  consolidated  its  operations  in  France.  However,  SG2  will  still  undertake  projects  of  an 
international  or  global  nature  in  cooperation  with  partners,  such  as  France  Telecom,  KPMG  Peat  Marwick  Consultant 
IBM. 

In  early  1996,  SG2  further  strengthened  its  operations  by  establishing  a consulting  unit  dedicated  to  large  projects. 

Acquisitions/Divestitures 

In  November  1996,  SG2  acquired  SYSMARK  DBS,  a French  company  specializing  in  database  marketing.  SYSMARK, 
division  of  SG2,  generates  revenues  of  around  50  million  francs.  No  terms  of  the  acquisition  were  disclosed. 


In  March  1996,  SG2  sold  its  systems  engineering  division,  consisting  of  SG2  Ingenierie  et  Integration  de  Systemes,  E3 
SG2  Benelux,  to  SOPRA,  a Paris-based  systems  house.  The  engineering  division  had  650  employees  and  320  million  fr 
revenues  in  1995.  In  return,  SG2’s  holding  company,  Geninfo,  received  a 16%  share  in  SOPRA. 


The  agreement  with  SOPRA  is  one  step  in  the  consolidation  process  that  SG2  has  gone  through  during  the  1990s.  In  1 
group  reduced  its  stake  in  SG2  Hungary  to  15%  and  in  1993,  SG2’s  Spanish  operations  ceded  trading. 

At  the  end  of  1995,  SG2  sold  its  51%  stake  in  the  management  consultancy  Orgaconseil. 

Financials 

Exhibit  2 provides  a financial  summary  of  SG2’s  revenues  for  the  past  five  financial  years. 
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Exhibit  2 


SG2  Group 

Five-Year  Financial  Summary 


Year 

1992 

1993 

1994 

1995 

Revenue  (FF  Millions) 

1,074 

1,140 

1,139 

1,226 

1 

Revenue  ($  Millions) 

$207 

$219 

$219 

$236 

Percent  change  from  previous  year 

3.5% 

5.8% 

0% 

7.8% 

-1 

Net  Income  after  Taxes  (FF  Millions) 

13.3 

31 

38 

30 

Net  Income  after  Tax  ($  Millions) 

$2.6 

$6.0 

$7.3 

$5.8 

Revenue  per  Employee  (FF  Millions) 

N/A 

0.603 

0.633 

0.721 

0 

Revenue  per  Employee  ($  Millions) 

N/A 

$0,116 

$0,122 

$0,139 

$ 

Exchange  rate  used:  5.2  FF  to  1 U.S.S  Source:SG2 

Revenue  growth  from  1995  to  1996  is  5.4%  when  adjusted  for  the  effect  of  divestitures. 


Market  Analysis 

Exhibit  3 shows  SG2’s  revenue  by  industry  sector  as  provided  by  the  company. 
Exhibit  3 


SG2  Group 

Revenue  by  industry  Sector,  1996 
($  Millions) 


Industry  Sector 

Revenue 
($  Millions) 

Percent  of  To 

Banking/Finance 

91 

43% 

Government  & Public  Services 

86 

41% 

Manufacturing 

20 

9% 

Other 

15 

7% 

Total 

$212 

100% 

Source:  SG2 


A large  part  of  SG2’s  revenue  originates  from  contracts  undertaken  from  Societe  Generate,  the  group’s  parent  compan 
estimates  that  captive  revenues  are  approximately  35%  of  total  revenue. 

Exhibit  4 provides  INPUT’S  estimates  of  SG2’s  non-captive  revenue  by  service  mode. 

Exhibit  4 

SG2  Group 

Revenue  by  Service  Mode,  1996 
($  Millions) 
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Service  Mode 

Revenues  in  $ Millions 

Percent  o 

Outsourcing 

33 

25% 

Network  Applications 

29 

21% 

Professional  Services 

28 

20% 

Processing  Services 

23 

17% 

Systems  Integration 

15 

10% 

Application  Software  Products 

10 

7% 

Total  Software  & Services 

$138 

100 

Percentages  are  rounded.  Source:  INPUT  Estimates 


Geographic  Markets 

INPUT’S  estimates  of  SG2’s  revenue  by  country  are  shown  in  Exhibit  5. 
Exhibit  5 


SG2  Group 

Revenue  by  Country,  1996  ($  Millions) 


Country 

Revenue 

Percent  of  T 

($  Millions) 

France 

206 

97% 

Italy 

4 

2% 

Belgium/Luxembourg 

2 

1% 

Total  Software  & Services 

$212  (a) 

100% 

Source:  INPUT  Estimates 

a)  The  estimates  reflect  SG2’s 


transfer  of  operations  to  SOPRA  in  1996 


Key  Products  and  Services 

The  following  is  an  overview  of  SG2’s  service  offerings  by  major  area. 

Consulting 

At  the  end  of  1996,  SG2  had  25  consultants  in  this  group.  The  group  was  created  after  SG2  parted  ways  with  Orgacon 
consulting  division  originally  dealt  with  internal  projects  but  is  now  taking  on  board  assignments  for  external  custom 
consulting  services  are  mainly  involved  in  projects  of  a financial  character,  such  as  payment  systems  and  the  impleme 
a single  European  currency.  However,  services  also  include  assessment  of  implementation  of  new  technologies  and  sys 

Processing  Services 


SG2  offers  a range  of  processing  services  centered  on  financial  and  banking  services  and  electronic  funds  transfer.  Th 
include  handling  check  and  card  payments  as  well  as  other  document  transactions  involved  in  electronic  payment  syst 
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is  leveraging  its  expertise  in  the  financial  sector  into  other  relevant  industry  sectors  and  electronic  commerce  in  gener 
Teleservices 

SG2  is  developing  services,  particularly  for  electronic  payment  systems,  based  on  Internet  and  intranet  technologies.  I 
the  group  announced  a service  for  handling  encrypted  payment  on  the  Internet,  called  SG2-Payline.  Other  services  in 
category  include  developing  and  hosting  Internet  Web  sites  and  multimedia  development  projects.  In  April  1996,  the  g 
announced  that  it  had  developed  a subscriber-based  service,  Infonie,  which  provides  access  to  a large  range  of  electron 
services.  Infonie  is  built  on  the  French  Minitel  technology. 

The  Teleservices  division  also  offers  services  such  as  management  of  loyalty  cards,  and  handling  back-office  card  servi 
banks. 

Facilities  Management 

SG2’s  facilities  management-related  services  include: 

• Consultancy  and  audit 

• Network  management 

• Center  management 

• Operation  audit 

• Third-party  software  management 

• Call  centers 

Originally  offered  to  banks  and  financial  institutions,  SG2’s  FM  services  are  now  also  marketed  to  other  industries  in 
group  believes  it  can  leverage  its  expertise  and  skills. 

Inform  ation  Databases 

This  d:  vision  offers  services  involving  the  production,  processing,  and  distribution  of  strategic  inform;  tion.  SG2  has  ca 
in  lega  l,  economic,  commercial,  and  geographical  information  databases. 

Throuf  h SG2-SYSMARK,  the  group  offers  services  such  as: 

• Compilation  and  management  of  marketing  databases 

• Management  of  all  logistical  operations  involved  in  direct  marketing 

New  S'  rvice  Offerings 

Recent  SG2  offerings  launched  in  1997  include: 

• SG2-Euroflux — The  group’s  integrated  service  offering  for  the  European  single  currency.  The  offering  integrate 
consulting  services  for  initial  analysis,  project  planning  and  management,  and  implementation  of  necessary  ch 
existing  systems  or  development  of  new  systems. 

• Mediacheque,  which  assists  banks  and  financial  institutions  in  developing  loyalty  programs  targeted  at  large  c 
The  offering  is  based  on  imaging  technology. 

SG2  has  created  22  competence  centers  to  support  its  consultants  and  engineers,  as  depicted  in  Exhibit  6. 

Exhibit  6 

SG2 

Competence  Centers 
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Services 


Technical  expertise 


Mamfrfrmr 

System, 

Mir»  and  rrediym 
ssrSerss 
Umx 

Ti sfec&rm 
Metmrhs 

Internet ? 
intranet 

Client-server 

pmm 

TeterraScs 

Mcfcotex 

AuAofet 

Engineering 

MiOB-fiOmpuSB'S 

Desklan 


Source:  SG2 


Clients 


In  February  1997,  SG2  announced  that  the  electronic  commerce  consortium  e-COMM  (consisting  of  BNP,  la  Societe  G 
Credit  Lyonnais,  France  Telecom,  Gemplus,  and  Visa  International)  had  selected  a proposal  from  IBM,  MSI,  and  SG2 
platform  for  realizing  a pilot  project  on  electronic  payment.  SG2,  as  the  lead  company,  will  supply  expertise  in  electro 
payment  transfer  and  administration  of  the  systems.  IBM  supplies  its  CommercePOINT  family  of  products,  including 
products,  while  MSI  is  responsible  for  adapting  the  system  to  specific  French  issues. 


Exhibit  7 provides  a selection  of  other  major  SG2  reference  customers. 

Alliances 

SG2  has  partnerships  in  place  with  a number  of  software,  hardware,  and  services  vendors.  The  group  has  concentrate 
activities  over  the  past  five  years  and  now  has  a more  focused  approach  to  the  market,  also  in  terms  of  geographical  co 
This  has  increased  the  importance  of  strong  partnerships  for  SG2. 


SG2’s  alliance  partners  include: 


• Lawson 

• PeopleSoft 

• qad 

• Microsoft 

• Softlab 

• Sybase 

• Oracle 

• Software  AG 

. IBM 

• KPMG 

• France  Telecom 

• IMS 

Exhibit  7 


SG2  Group 

A Selection  of  Major  Clients 


Industry  Sector 

Clients 

Banking  and  Finance 

Generale  de  Banque 
Caisse  d’Epargne 
Credit  Agricole 
Banque  Indosuez 
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Societe  Generale 
Socogefi 
Sogen  Fiditalia 

Government  and  Public  Services 

Chambres  de  Commerce  et  d’lndustrie 

EDF-GDF  (French  Gas  and  Electricity) 

Infogreffe  Telematique 

La  Poste 

Ministere  du  Travail  et  des  Affaires  Sociales 

T elecommunications 

British  Telecom  France 

France  Telecom 

Manufacturing 

Elf  Aquitaine 

Hewlett-Packard 

Kone 

Peugeot 

Renault 

Schlumberger 

Source:  SG2 


INPUT  Assessment 

SG2  has  stated  that  it  intends  to  become  the  market  leader  in  the  French  banking  and  finance  sector.  Nevertheless,  i 
years  the  group  has  consolidated  its  operations  dramatically.  In  light  of  the  formation  of  Atos  from  the  merger  of  Axi 
Sligos,  which  both  held  strong  positions  in  the  banking  and  finance  sector,  gaining  market  leadership  could  prove  to  b 
task  for  SG2. 


However,  SG2  could  possibly  hold  a dominant  position  in  certain  niches  of  the  banking  and  finance  sector  based  on  its 
in  electronic  payment  systems.  The  group  is  likely  to  continue  to  expand  into  wider  issues  around  electronic  commerce 
illustrated  by  the  bid  for  the  e-COMM  pilot  projects.  SG2  could  be  a strong  player  in  this  part  of  the  IT  market. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

04/30/1998  Headquarters 

3860  N.  First  Street 
San  Jose,  CA  95134 
U.S. 

Phone:  Fax: 

(408)  428-9000  (408)  428-8050 

Company  Web  Site: 

http://www.sni-usa.com 


Summary  Info 

President/CEO:  Edward  Blechschmidt 


Status: 

Parent: 

Employees: 
Revenue: * 


Subsidiary 
Siemens  Nixdorf 
Informationssysteme  AG 

1,100(10/1997) 

$ 500.0  mil 


Year  End  Sep-1997 


Key  Points 


Capability  Profiles 


CAPABILITY  REGION 

Digital  Money  Services  U.S. 

Federal  Services  U.S. 

SAP  Services  Singapore 

SAP  Services  U.S. 


i Siemens  Nixdorf  Information  Systems,  Inc.  (SNIS)  develops,  integrates  and  services  open  systems  and 
user  centered  solutions  that  provide  competitive  advantages  for  customers  and  partners 

< Siemens  Nixdorf  Information  Systems,  Inc.  offers  industry-leading  systems  and  software,  a broad  range 
of  professional  IT  services,  retail  point  of  sale  systems  and  data  center  outsourcing. 

c Siemens  Nixdorf  Information  Systems  is  the  U.S.  subsidiary  of  German-based  Siemens  Nixdorf 
Informationssysteme  AG  (SNI). 

< In  August  1996,  Edward  A.  Blechschmidt  was  appointed  to  the  position  of  President  and  CEO  of 
Siemens  Nixdorf  Information  Systems,  heading  all  operations  in  North  and  South  America,  le  also 
assumed  the  position  of  President  and  CEO  of  the  company’s  San  Jose  (CA)-based  subsidiary,  Siemens 
Pyramid. 

< Siemens  Nixdorf  Informationssysteme  AG  has  identified  North  America  as  the  key  market  fi  >r  its  growth 
strategy 

r U.S. -based  software  vendors  seeking  partnerships  are  driven  by  SNI’s  strong  position  in  Europe. 

Siemens  Nixdorf  enters  into  partnerships  to  build  its  services  offerings  and  to  reciprocally  g;  in  business 
in  North  America. 

< Effective  October  1,  Siemens  Nixdorf  Informationssysteme  AG  (SNI)  will  be  reorganizaed  ini  o 3 
business  units  comprised  of  SNI  and  a number  of  operations  presently  within  the  parent  company, 
Siemens. 

« The  new  business  units  will  be  Siemens  I&K  for  information  and  communications  products,  Siemens 
I&K  Networks  for  private  and  public  network  operations,  and  Siemens  I&K  Services  for  business 
services  and  systems  integration. 


Company  Description 


Siemens  Nixdorf  Information  Systems  is  the  U.S.  subsidiary  of  Munich  (Germany)-based  Siemens  Nixdorf 
Informationssysteme  AG.  SNI  is  a separate  legal  unit  of  Siemens  AG,  a German  holding  company  of  high-tech 
operating  units  in  various  industries. 

• With  operations  in  60  countries,  SNI  is  one  of  the  largest  European  computer  firms,  and  ranks  among 
the  world’s  leading  information  technology  specialists.  It  provides  high-tech  solutions  to  various 
business  segments,  including  energy,  retail,  communications,  finance,  transportation,  and  health  care. 

• SNI’s  fiscal  1997  revenues  reached  an  estimated  $9.2B.  SNI  had  36,000  employees  worldwide  at  the  end 
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of  fiscal  1997. 


Siemens  Nixdorf  Information  Systems  is  headquartered  in  San  Jose,  California  with  offices  throughout  the 
United  States;  Canada;  Brazil;  Venezuela;  and  other  Latin  American  countries. 

Through  its  subsidiary  company,  Siemens  Pyramid,  the  company  sells  enterprise  servers  in  the  Americas. 
Siemens  Pyramid  is  essentially  the  Open  Enterprise  Computing  division  of  SNIS  and  will  likely  be  fully 
integrated  into  SNIS  in  1998.  The  use  of  the  name  Siemens  Pyramid  will  be  discontinued  at  that  time. 

Organization  and  Structure 


Siemens  Nixdorf  Information  Systems  is  comprised  of  seven  units,  each  having  separate  reporting  and  P&L 
responsibilities,  as  follows: 

• The  Open  Enterprise  Computing  Division  (OEC)  is  represented  in  the  U.S.  by  Siemens  Pyramid 
Information  Systems.  This  division  supplies  high  availability  server  technology,  operating  systems  and 
middleware  products  to  help  companies  grow  with  client/server  computing.  OEC  offers  scalable  clustered 
server  products  including  small  to  high-end  symmetric  multi-processing  (SMP)  systems  and  massively 
parallel  processing  (MPP)  systems. 

• The  IT  Services  and  Networks  Division  (ITSN)  provides  information  technology  and  networking  services 
including  outsourcing  of  customer  support  programs;  installation,  repair,  maintenance,  and  warranty 
services;  and  designing,  implementing,  repairing  and  operating  networked  systems 

• The  Business  Solutions  Group  (BSG)  provides  rapid,  comprehensive  implementation  of  SAP  R/3 
software  tailored  to  the  specific  organization  and  business  requirements  of  its  clients 

• The  Retail  Division  provides  comprehensive  point  of  sale  and  enterprise  solutions  to  the  retail  industry. 

• The  Application  Software  Division  (ASW)  develops  and  markets  software  solutions  providing  optimum 
support  for  customers’  business  processes  in  areas  such  as  document  management,  imaging  and 
workflow,  directory  services,  messaging  and  component  based  software  development. 

• The  Transportation  Division  delivers  comprehensive  solutions  including  hardware,  application  software 
and  professional  services  for  the  travel  and  transportation  industry. 

• The  Siemens  Business  Services  Division  offers  consulting,  planning  and  development  of  solutions 


Siemens  Nixdorf  Information  Systems’  key  executives  are  summarized  below. 

Siemens  Nixdorf  Information  Systems 
Key  Executives 


Name 

Title 

Edward  Blechschmidt 

President  and  CEO,  Siemens 
Nixdorf  and  Siemens  Pyramid 

Guenther  Gruber 

VP  and  CFO 

Andy  Chew 

VP,  Business  Solutions  Group 

Jan  Andersson 

VP,  Americas  Retail  Group 

Bill  Macfarlane 

VP,  Siemens  Business  Services 

Andreas  Meyer  Knonow 

VP,  Application  Software 

Bill  Zint 

VP,  TransportationSystems 

Eric  Hansen 

VP,  Open  Enterprise 

Ron  Bucher 

Computing/Siemens  Pyramid 
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Ron  Bucher 


VP,  IT  Services  & Networks 


Company  Strategy 


Siemens  Nixdorf  Information  Systems’  strategy  is  to  build  upon  world-class  open  systems  and  user-centered 
solutions  that  provide  competitive  advantages  for  customers  and  partners. 

SNIS’  target  market  is  the  top  1000  companies  worldwide,  to  be  supported  through  direct  sales. 

Financials 

INPUT  estimates  that  Siemens  Nixdorf  Information  Systems’  fiscal  1997  revenue  was  approximately  $500 
million  ($  U.S.). 

Revenue  Analysis  by  Product/ Service 

INPUT  estimates  that  approximately  $100  million  of  Siemens  Nixdorf  Information  Systems’  fiscal  1997 
revenue  was  derived  from  information  services-related  activities — professional  services  (consulting,  education 
and  training,  software  development),  network  and  systems  integration,  and  software  products.  Network 
services  is  the  fastest  growing  component  of  services  revenue,  with  SNI  having  more  than  $150  million  in  1997 
revenue  worldwide  (growing  from  $20  million  in  1995)  attributable  to  network  services. 

Market  Financials 

Siemens  Nixdorf  Information  Systems  provides  its  products  and  services  to  various  industries,  including  retail, 
consumer  packaged  goods,  manufacturing,  government,  transportation,  automotive,  finance,  and  high 
technology. 

Geographic  Markets 

INP1  IT  estimates  that  the  majority  of  Siemens  Nixdorf  Information  Systems’  fiscal  1997  revenue  was  derived 
from  the  U.S.  The  company  also  derives  revenue  from  Canada  and  South  America. 

SNI  lias  a goal  for  services  revenue  to  be  broken  down  one-third  Germany,  one-third  ‘rest  of  Europe  and  one- 
third  North  America  by  2001.  Rapid  growth  in  North  America,  therefore,  has  become  a preeminent  ;oal  of  the 
orgai  lization. 

Acquisitions 


In  March  1995,  Siemens  Nixdorf  Information  Systems  acquired  the  remaining  82.6%  of  the  shares  ia  Siemens 
Pyramid  (fka  Pyramid  Technology  Corporation)  for  $207  million  ($  U.S.). 

* Siemens  Pyramid  is  now  operating  functionally  as  the  Open  Enterprise  Computing  division  of  SNIS, 
offering  clustered  server  products  and  middleware  solutions. 

Employees 

As  of  October  15,  1997,  Siemens  Nixdorf  Information  Systems  had  approximately  1,100  employees,  segmented 
as  follows: 


Siemens  Nixdorf  Information  Systems-U.S.  400 

Siemens  Nixdorf  Information  Systems-Canada.  100 

Siemens  Nixdorf  Information  Systems-  50 
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50 

Venezuela. 

Siemens  Pyramid  550 

1,100 


Products  and  Services 


Key  Siemens  Nixdorf  Information  Systems  products  and  survices  include: 

• Servers  and  workstation  systems 

• Network  services 

• R/3  consulting  services  and  software  tools 

• Point  of  sale  products 

• Application  software 

— Software  development 
— Electronic  commerce 
- Imaging 


Exhibit 

Siemens  Nixdorf  Information  Systems  Products 


Product 

Description 

RISC  Systems 

RM  family  of  servers  and  workstations  include  MIPS  processors 
and  are  binary  compatible 

- RM200 

Business  workstation/workgroup  server 

- RM400 

Departmental  server 

-RM600 

Enterprise  server 

- Reliant  RM1000 

MPP  server 

- Nile 

Data  center  server 

Personal  Computers 

Advanced  PCs  and  accessories 

- Ultra  compact  units 

Primergy  (Intel-based  NT  system) 

- High-end  desktop  systems 

Open  hardware  and  software  products  for  the  retail  industry 

- Tower  systems 

Application  software  designed  for  maximum  hardware 
independence 

Point  of  Service  Products 

POS  system  based  on  the  Intel  platform 

- TradingPOST® 

Open  PC  models  designed  for  medium-sized  retailers 

- Beetle™  POS  system 

Touch-screen  terminal  with  graphical  display 

- CompuAdd  line  of  POS 
terminals 

Includes  software  development,  workplace  productivity,  electronic 
commerce,  and  imaging  software 

- SNIkey 

Application  Software 
- ComUnity 

Object-oriented  software  development  framework  that  enables 
integration  of  legacy  applications,  off-the-shelf  products,  and 
customized  solutions 
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- Comllnity 

Workplace  productivity  software  product  that  combines  several 
routine  PC  tasks  into  processes  that  can  be  executed 
simultaneously 

! - SmartAssist 

Backbone  messaging  system 
Corporate  directory  service 

- X.400MAIL.X 

Electronic  data  interchange  application 

- X.500  DIR.X 

Imaging  software  products  providing  a full  range  of  platform- 
independent,  scalable  software  for  departmental  and  enterprise- 

wide  imaging  applications 

-SEDI 

Suite  of  software  products  used  for  managing  networks,  systems, 
and  applications 

- ARCIS  family 

Other 

UNIX  transaction  processing  monitor  that  integrates 
heterogeneous  networks,  databases,  and  platforms  in  multitier 
client/server  environments 

-TRANSVIEW 

Software  system  that  automates  the  correction  of  message 
problems  in  airline  reservation  systems 

- openUTM 

Suite  of  airport  and  airline  operations  and  management  tools 

- Intelligent  Queue  Manager 

- ResourceWorks 

Suite  of  rule-based  tools  used  to  rapidly  implement  SAP  R/3 
business  applications  software 

- R/3  LIVE 

Products  and  Services  by  Unit 

The  information  services  provided  by  Siemens  Nixdorf  Information  Systems  are  offered  through  the  following 
units: 

Appl  cation  Software  Division — Methodology  is  to  develop  a "user-centered"  environment  integrating  legacy 
applications,  off-the-shelf  products  and  customized  solutions;  offers  an  electronic  commerce  directory;  and 
imag.ng 

Business  Solutions  Group,  SAP  Industry  Center  of  Expertise — The  Business  Solutions  Group  provides 
implementation  of  SAP  R/3  business  application  software,  with  considerable  experience  in  the  automotive, 
retail,  and  high-technology  sectors.  The  Business  Solutions  Group  has  targeted  healthcare,  retail  and 
telecommunications  markets  as  additional  areas  of  focus  developing  from  the  group’s  expertise  in  those  areas. 

Siemens  Nixdorf  Information  Systems  has  been  in  partnership  with  SAP  for  over  twenty  years,  and  has  the 
following  relationships  with  SAP: 

• Global  Logo  Partner — One  of  SAP’s  largest,  most  experienced  consulting  partners,  offering 
multinational  and  multi-industry  expertise 

• Platform  Partner — Manufacturing  and  supplying  SAP-certified  hardware  to  run  R/3 

• Technology  Partner — Delivering  key  operating  system,  middleware,  and  networking  products 

• Complementary  Software  Partner — Supplying  and  integrating  applications  that  complement  and 
extend  R/3  functionality 

• Business  Partner — Providing  products  and  services  that  help  SAP  achieve  its  own  business  objectives 
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The  Business  Solutions  Group  has  adopted  AcceleratedSAP  as  the  methodology  of  choice  for  SAP  R/3 
implementation. 

The  Business  Solutions  Group  has  an  approach  to  SAP  R/3  implementation  that  is  based  on: 

• A focus  on  R/3  standard  functionality 

• Inclusion  of  the  AcceleratedSAP  (ASAP)  methodology 

• Powerful  implementation  tools  from  Siemens  Nixdorf,  SAP,  and  third  party  providers.  R/3  LIVE,  a tool 
set  consisting  of  methodology  and  software  tools  was  developed  by  Siemens  Nixdorf  to  aid  the  rapid 
implementation  of  SAP  R/3  software. 

The  Business  Solutions  Group  markets  its  services  to  medium-sized  enterprises  (defined  by  SAP  as  national 
accounts  of  $250  million  to  $1  billion). 

Information  Technology  Services  & Networks  (ITSN)  Division — ITSN  provides  professional  services  and 
customer  support  programs  for  the  IT  lifecycle.  Siemens  Nixdorf  has  packaged  the  need  for  the  following 
services  in  the  Technical  Integration  business  line: 

• End-user  support:  systems  monitoring,  problem  management,  application  support,  and  end-user  call 
desk 

• Administrative  services:  change  management,  contract  management,  accounting,  procurement  support, 
and  security  management 

• Configuration  services:  inventory  management,  configuration  management,  and  cable  management 

• Data  services:  print  management,  back-up  management,  database  management,  and  office 
communications 

• Optimization  services:  identifies  historical  systems  performance  trends  and  plans/optimizes  system 
capacity 

• Software  management:  license  metering,  and  software  administration  and  distribution 

• The  company’s  System  Management  Centers  (SMC),  located  in  San  Jose  (CA)  and  Burlington  (MA), 
provides  services  to  help  manage  complex  network  environments,  from  basic  monitoring  programs  to 
complete  operations  outsourcing. 

- SMC  monitoring  services  detect  network  and  system  problems  that  can  reduce  performance  or  cause  loss  of 
data. 

- Siemens  Nixdorf  Information  Systems  tracking  software  supports  a range  of  industry  standard  hardware 
platforms,  communications  equipment,  network  protocols,  and  operating  systems. 

• Solutions  are  based  on  the  company’s  TRANSVIEW  software  that  provides  network  management  from  a 
central  site. 

• The  company  also  uses  other  open  and  proprietary  tools  such  as  HP’s  OpenView®. 

- The  SMC  provides  a range  of  network  administration  services,  including  security  programs,  virus  protection 
and  recovery  systems,  change  management  tools,  network-wide  management  of  software  licenses,  versions,  and 
updates,  as  well  as  automated  software  distribution. 

- The  SMC  offers  problem  management  services,  including  responsibility  for  hardware,  operating  systems,  and 
applications. 

- Performance  management  is  provided  via  the  company’s  network  management  software,  which  generates 
detailed  reports  of  traffic  volumes. 

• The  Network  Services  Group,  a part  of  the  ITSN  Division,  provides  network  design,  implementation, 
maintenance,  and  support  services. 
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Network  Services’  methodology  consists  of  four  phases: 

- Consultancy — Comprises  the  review  of  business  requirements,  the  existing  network,  the  physical 
environment,  and  performance  needs  and  analysis.  It  also  defines  networking  objectives  and  functional 
specification,  develops  capacity  models,  and  defines  future  strategy,  as  well  as  providing  an  estimate  of  costs 
and  the  preparation  of  a budget. 

The  company  prepares  a final  report  that  gives  a complete  review  of  the  system  status  and  user  requirement. 

- Design — Produces  detailed  topology,  identifies  optimum  products  and  services  to  meet  the  design  criteria,  and 
plans  the  implementation  and  schedule. 

- Network  implementation — Includes  project  management,  network  system  and  testing,  physical  installation 
and  testing,  configuration  and  integration,  and  user  training. 

- Support  and  expansion — Provides  ongoing  support  and  maintenance  tailored  to  customer  needs,  software 
upgrades,  hardware  upgrades,  performance  audits,  and  support  of  future  growth  and  development. 

Help  desk  and  a range  of  on-  and  off-site  services  are  offered  for  basic  user  support.  Emergency  support  is 
available  24  hours  a day,  seven  days  a week,  with  full  technical  backup. 

• Multivendor  services  are  provided  through  Siemens  Nixdorf  Information  Systems’  Single-Source  Service 
program,  providing  full-service  responsibility  for: 

- UNIX  and  Windows  NT  servers 

- PC  clients 

- Peripherals 

- Networking  equipment 

- Retail  POS  systems 

- Distributed  software 

- Operating  systems 

- Application  software 

- Cabling  and  environmental  services 

- Power  backup  and  regulating  systems 

- Business  protection  services 

Opei  Enterprise  Computing  Group  (OEC) — clustered  server  and  middleware  products  for  online  transaction 
processing  and  data  warehousing 

Retail  Division  (Americas  Retail  Group)—  Provides  comprehensive  point  of  sale  (POS)  solutions  to  the  retail 
indu  3try.  In  addition  to  POS  products,  the  group  also  provides  retail  systems  integration,  education  and 
training,  and  solutions  consulting. 

Siemens  Business  Services  (SBS)  Group — This  group  provides  Internet  solutions  as  well  as  systems 
integration  services,  network  management  services  and  data  center  outsourcing.  This  division  supports 
customers  through  all  stages  of  consulting,  planning,  and  development  of  solutions  through  final 
implementation,  and  acts  as  aliaison  for  third-party  relationships. 

SBS  services  are  comprised  of  two  related  sectors: 

„ Integration  Services  focuses  on  offering  complete  customized  networking  and  communication  solutions, 
providing  a network  design  closely  aligned  with  the  customer’s  business  requirements.  Primary 
categories  of  service  are: 


- Program/project  management 

- Network  design 
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- Network  implementation 

- Network  security  solutions  (firewalls,  security  audits,  etc.) 

- Advanced  Technology  Service  (ATM  Consulting) 

- Network  management  system  solutions  development 

- TCP/IP  global  address  plan  development 

• Network  Operations  services  focus  on  the  delivery  of  top-quality,  highly  reliable  network  management 
service.  The  SBS  operations  center,  located  in  Norcross  (GA),  functions  7 days  a week,  24  hours  a day, 
and  offers  customers  a cost-effective  remote  network  management  solution.  SBS  operations  services 
include: 


- Network  outsourcing/cosourcing 

- Router  network  management 

- Internet  service  management 

- Firewall  management 

- Intranet  operations 

- E-mail  service 

Transportation  Division— As  well  as  hardware  and  application  software,  this  division  provides  professional 
services  for  the  airline,  airport,  and  railway  industries. 

• Professional  services  include  the  planning,  design,  implementation,  and  management  of  the  integration 
of  communication  infrastructures. 

• Base  building  infrastructure  design  and  implementation 


The  Transportation  & Travel  Division  also  offers  a full  suite  of  available  airport  and  airline  applications  that 
address  the  typical  business  functions  of  operations,  passenger  services,  maintenance  and  engineering,  in-flight 
services,  cargo  and  freight  management,  electronic  self-service  devices,  and  decision  support. 

Clients 

A sampling  of  worldwide  clients,  by  division,  includes: 

Americas  Retail  Group — Nordstrom,  Montgomery  Ward,  Sears,  Marshall  Field,  T.J.  Maxx,  C.R.  Anthony, 
Back-In-A-Flash,  Inc.,  Kids  Mart,  Inc.,  and  AutoZone 

Open  Enterprise  Computing — CVS.  Hana  Bank,  IRS,  Oxford  Health,  US  West,  Thisco,  Handleman,  and 
Southwestern  Bell 

Information  Technology  Service  (ITS) — Procom  Technology,  Inc.,  ADIC,  NBC  desktop  video,  Office  Specialists, 
Advalue  Media  Technologies,  and  Zebra  Technologies 

Siemens  Business  Services — Siemens  Stromberg  Carlson,  Siemens  Business  Communication  Systems  (Rolm), 
Siemens  Components,  OSRAM  SYLVANIA,  MCI,  Allied  Signal,  UCLA  Medical  Center,  Hackensack  Medical 
Center,  Orlando  Regional  Health  Care,  and  Hennepin  County  Medical  Center  (MN) 

Business  Solutions  Group — Voith  Hydro  Inc.,  Cadbury  Schweppes,  Adidas,  Hoechst,  Puma,  Purina  Mills, 

Deere  & Company,  White  Oak  Semiconductor,  Rolm  Wireless  Terminals,  and  Siemens  Power  Corp. 

Transportation  Division — Delta  Air  Lines,  United  Airlines,  Lufthansa,  Western  Pacific,  Southern  Pacific,  Mass 
Port  (Logan  International  Airport),  Metropolitan  Washington  Airports  Authority,  Chicago  O’Hare  airport, 
Kansai  International  airport,  Portland  airport,  and  New  York  JFK  Airport 

Application  Software  Division — the  Government  of  Canada,  Bell  Atlantic,  Baltimore  Gas  and  Electric,  and 
Teacher’s  Insurance  and  Annuity  Association  (TIAA) 

Marketing  and  Sales 
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The  Americas  Retail  Group  markets  Siemens  Nixdorf  s open  retail  technology  to  end  users  through  its  direct 
sales  force,  and  to  POS  system  dealers,  VARs,  OEMs,  and  systems  integrators  throughout  North  and  South 
America  through  its  Group  Channel  Sales  organization. 

The  ITSN  division  markets  its  products  through  its  direct  sales  force  and  in  conjunction  with  other  Siemens 
Nixdorf  Information  Systems  divisions. 

Siemens  Business  Services  markets  directly  to  Siemens  companies  and  other  major  organizations. 

The  Business  Solutions  Group  markets  its  SAP  services  directly  to  user  organizations  and  also  serves  as  a 
subcontractor  providing  specialized  R/3  expertise. 

The  Transportation  Division  markets  directly  and  in  joint  projects  with  partners. 

The  Application  Software  Division  markets  its  products  and  services  through  reseller  channels  as  well  as  by 
direct  sales  to  large  organizations. 

Personal  computers  are  sold  by  Siemens  Nixdorf  Information  Systems’  direct  sales  force  for  projects  with 
corporate  clients. 

Alliances 

SNI  has  formed  alliances  and  relationships  with  various  vendors,  including  Baan,  CSC  Continuum,  HBOC,  IMI 
Systems,  Informix,  JD  Edwards,  Microsoft,  Oracle,  PeopleSoft,  Seagate,  and  Sterling  Software. 

The  company  also  has  a long-standing  relationship  with  SAP,  including  the  following  partnerships:  Global  Logo 
Partner,  Platform  Partner,  Technology  Partner,  Complementary  Software  Partner,  and  Business  Partner. 

Assessment 

Siemens  Nixdorf  Information  Systems  feels  that  its  strengths  include: 

i Financial  strength  and  stability 
*-  Global  resources 
« A global  service  infrastructure 
v Industry-leading  technology 
i>  Strong  partnerships 


SNI  las  rationalized  its  pricing  system  worldwide,  allowing  quick  bids  and  the  rapid  deployment  of  resources. 
In  N >rth  America,  those  efforts  are  hindered  by  bureaucracy  and  the  less-than-rapidly  evolving  divisional 
strut  ture.  The  larger  challenge  remains  establishing  a presence  in  North  America  as  a first-tier  systems  and 
services  provider — the  ITSN  division  should  make  great  inroads.  Tet,  until  SNIS  has  the  staffing  to  accomodate 
the  breadth  of  coverage  available  in  Europe  from  its  parent  company  (in  the  Baan  implementation  area,  for 
example),  SNI  will  not  realize  the  global  balance  it  desires. 

Parent  Company 

Siemens  Nixdorf  Informationssysteme  AG 
Heinz-Nixdorf-Ring  ID-33106  Paderborn 
Germany 

Phone:  49  5251  8-0 

Revenue:  $9,200,000,000  ($  U.S.) 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

01/01/199  7 


Headquarters 


President/CEO: 

Status: 

Parent: 


Summary  Info 

Gerhard  Schulmeyer 
Subsidiary 
Siemens  AG 


Otto-Hahn-Ring  6 
D-81739  Munich 
Germany 

Phone: 

+49-89-636-01 


Fax: 

+49-89-636-52000 


Employees: 

Revenue: 

Revenue  (DM  mil): 

Year  End 


34,100  (09/1996) 
N/A 

13,600.0 

Sep-1996 


Company  Web  Site: 

http://www.sni.de  http://www.siemens- 
nixdorf.com 


Capability  Profiles 


CAPABILITY 

REGION 

Baan  Services 

Europe 

Customer  Care  and  Billing 
Solutions 

Europe 

Network  Management  and  Support 

Germany 

SAP  Services 

Malaysia 

SAP  Services 

U.K. 

SAP  Services  (French) 

France 

SAP  Services  (German) 

Germany 

Key  Points 

• A leading  German-based  hardware,  software  and  services  provider 

• Achieved  profits  for  1995  after  a series  of  loss-making  years 

• SIEMENS  NIXDORF  is  active  in  58  countries  worldwide 

• Strong  ambition  for  expansion  in  Europe,  the  Americas  and  Asia/Pacific 

• New  business  unit  Siemens  Business  Services  (SBS)  responsible  for  worldwide  outsourcing  services. 

• Effective  October  1,  Siemens  Nixdorf  Informationssysteme  AG  (SNI)  will  be  reorganised  into  3 
business  units  comprised  of  SNI  and  a number  of  operations  presently  within  the  parent  company, 
Siemens. 

• The  new  business  units  will  be  Siemens  I&K  for  information  and  communications  products,  Siemen 
I&K  Networks  for  private  and  public  network  operations,  and  Siemens  I&K  Services  for  business 
services  and  systems  integration. 


Company  Description 


In  April  1990,  Siemens  acquired  a majority  of  the  common  stock  of  Nixdorf  Computer  AG  arid  began  the 
merger  of  its  Data  and  Information  Systems  Group  into  the  new  company.  Siemens  is  one  of  the  largest 
European  companies  and  operating  mainly  in  the  electrical  and  electronics  sector.  In  1992,  Siemens 
bought  the  remaining  shares  of  Nixdorf  and  integrated  the  computer  company  into  Siemens  AG  under 
German  corporate  law.  The  company  is  therefore  no  longer  required  to  publish  separate  accounts. 
However,  the  company  chose  to  publish  selected  financial  information  at  a broad  level  of  ag|p”egation. 

1995  was  the  first  year  in  which  the  company  went  into  profit  after  four  loss-making  years  since  the 
takeover  of  Nixdorf  Computer. 

Operations  and  Structure 
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Exhibit  1 shows  SIEMENS  NIXDORF's  corporate  organisation  as  of  1995. 

In  1995,  a new  outsourcing  business  unit,  SBS  (Siemens  Business  Services),  was  formed.  It  is  part  of  the 
Business  Services  Division  which  combines  all  IT  services  components  such  as  systems  integration, 
professional  services  (including  education  & training)  and  outsourcing.  The  product-related  services 
(customer  services)  remain  with  ITS  (IT  Services). 

With  the  restructuring  of  its  business  lines,  SIEMENS  NIXDORF  is  also  bringing  its  application  software 
activities  into  a single  organisational  unit. 

Exhibit  2 shows  SIEMENS  NIXDORF's  subsidiaries  and  their  major  activities. 

Exhibit  1 

SIEMENS  NIXDORF 

Corporate  Organisation  and  Management  Responsibility 
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Exhibit  2 


SIEMENS  NIXDORF 
Subsidiaries,  1996 
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Company 

Activity 

CGK  Computer  Gesellschaft 
Konstanz  mbH 

creation  and  marketing  of  solutions  and  products  for  automatic  data  entry  and  digital 
archiving,  using  character  and  pattern  recognition 

SIEMENS  NIXDORF  Advanced 
Technologies  GmbH,  Dresden 

global  vendor  of  neural  computing  solutions  responsible  for  the  Synapse-1  neural 
computer  business 

GSSE  Gesellschaft  fur 
Systemtechnik  & Software 
Entwicklung  mbH,  Brunswick  and 
Munich 

handling  of  customer  projects  for  the  Siemens  Transportation  Group  and  providing 
telephone  service  systems 

Pyramid  Technologies  Corp.,  San 
Jose,  USA 

manufacturing  of  scaleable  enterprise  servers  and  a whole  range  of  UNIX  solutions 

Siemens  Business  Services  GmbH 
& Co.  OHG,  Munich  * 

management  consultancy,  IT  consulting  and  outsourcing 

Sietec  Systemtechnik  GmbH  & Co 
OHG,  Berlin 

document  management  systems,  imaging  and  archiving,  workgroup/workflow, 
telecooperation  and  office  communication 

SIEMENS  NIXDORF  Printing 
Systems,  L.P.  (SNPS),  Boca 
Raton,  USA 

high-speed  printer  sales  and  services 

Source:  SIEMENS  NIXDORF 

* Siemens  Business  Services  (SBS)  is  a subsidiary  of  Siemens  AG  but  under  the  management  responsibility  and  financial 
consolidation  of  SIEMENS  NIXDORF. 

Company  Strategy 


Since  its  reorganisation  in  1995,  SIEMENS  NIXDORF's  operating  units  have  been  operating  as  local 
companies  and  are  fully  responsible  for  the  business  in  their  specific  country.  In  future,  these  units  should 
fulfill  the  following  six  basic  principles: 

• a single  customer  interface 

• consistent  processes 

• various  structures  adapted  to  suit  the  different  businesses 

• core  competencies  which  can  be  defended  vis-a-vis  competitors 

• equally  good  access  for  all  customers  to  SIEMENS  NIXDORF's  resources 

• business  responsibility  at  the  lowest  possible  level. 


Financials 


Exhib  t 3 provides  a summary  of  SIEMENS  NIXDORF's  financials. 
Exhibit  3 


SIEMENS  NIXDORF 
5-Year  Financial  Summary 
FYE  30-9,  DM  Millions 


Year 

1991 

1992 

1993 

1994 

1995 

Revenue 

12,100 

13,000 

11,900 

11,700 

12,800 

Annual  Growth  Rate 

N/A 

7% 

-7% 

-2% 

10% 

Profit  (Loss)  after  Tax 

(781) 

(513) 

(419) 

(350) 

23 

Revenue  per  Employee 

0.234 

0.268 

0.278 

0.305 

0.344 
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Source:  SIEMENS  NIXDORF/INPUT 


Market  Analysis 

Exhibit  4 provides  INPUT  estimates  of  SIEMENS  NIXDORF's  European  revenues  by  delivery  mode. 
Exhibit  4 

SIEMENS  NIXDORF 

European  Revenues  by  Delivery  Mode  1995  $ Millions 


Delivery  Mode 

Revenues  in  $ Millions 

Share 

System  Software  Products 

580 

7% 

Application  Software  Products 

220 

3% 

Professional  Services 

370 

5% 

Systems  Integration 

170 

2% 

Processing  Services 

10 

<1% 

Turnkey  Systems 

600 

8% 

Systems  Operations 

50 

1% 

Total  Non-Captive  Software  & Services 

2,000 

25% 

Equipment  Services 

1,300 

17% 

Total  Non-Captive  Information  Services 

3,300 

42% 

Equipment  / Other  Revenues 

2,050 

26% 

Captive  Revenue 

2,500 

32% 

Total  European  Revenues 

7,850 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Exhibit  5 shows  estimates  of  SIEMENS  NIXDORF's  revenues  by  industry  sector. 
Exhibit  5 


SIEMENS  NIXDORF 

European  Revenues  by  Industry  Sector  1995  $ Millions 


Industry  Sector 

Revenues  in  $ Millions 

Share 

Discrete  Manufacturing 

430 

22% 

Process  Manufacturing 

180 

9% 

Transportation 

50 

3% 

Retail  Distribution 

90 

5% 

Wholesale  Distribution 

60 

3% 

Telecommunications 

80 

4% 

Utilities 

20 

1% 

Banking  & Finance 

620 

31% 

Insurance 

110 

6% 

Health  Services 

20 

1% 
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Education 

20 

1% 

State  & Local  Government 

270 

14% 

Business  Services 

50 

3% 

Total  Non-Captive  Software  & Services 

2,000 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Geographic  Markets 

Exhibit  6 shows  geographic  revenues  as  published  by  company. 
Exhibit  6 


SIEMENS  NIXDORF 
Geographic  Revenues  1995 
DM  Billion 


Geographic  Area 

Revenue 

Percent  Increase  compared  to  previous 
year 

— 

Germany 

CO 

CO 

11% 

International 

4.5 

9% 

Worldwide 

12.8 

10% 

Source:  SIEMENS  NIXDORF 


Estimates  of  SIEMENS  NIXDORF's  European  software  & services  revenues  by  country  are  shown  in 
Exhibit  7. 

Exhibit  7 


SIEMENS  NIXDORF 

European  Software  & Services  Revenues  by  Country  1995  $ Millions 


Country 

Revenue  in 

Share 

$ Millions 

Franc  3 

90 

5% 

Italy 

60 

3% 

UK 

100 

5% 

Germany 

1,300 

65% 

Netherlands 

60 

3% 

Belgium  / Luxembourg 

110 

6% 

Spain 

50 

3% 

Switzerland 

110 

6% 

Austria 

80 

4% 

Sweden 

10 

1% 

Denmark 

2 

<1% 

Norway 

2 

<1% 

Finland 

1 

<1% 

Ireland 

2 

<1% 
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Portugal 

1 

<1% 

Greece 

2 

<1% 

Eastern  Europe 

20 

2% 

Total  Software  & Services 

2,000 

100% 

Source:  INPUT  Estimates 


Percentages  are  rounded 


Exhibit  8 


SIEMENS  NIXDORF 

Five-Years  Human  Resources  Development 


Year 

1991 

1992 

1993 

1994 

1995 

Headcount  at  FYE 

51 ,643 

48,430 

42,800 

38,400 

37,200 

Annual  Growth  Rate 

N/A 

-6% 

-12% 

-10% 

-3% 

Revenue  per  Employees  million 

0.156 

0.178 

0.185 

0.203 

0.229 

Source:  INPUT 


Exhibit  9 shows  SIEMENS  NIXDORF's  geographic  coverage  in  terms  of  employees. 
Exhibit  9 


SIEMENS  NIXDORF 
Employees  at  FYE  by  Region 


Year 

1993 

1994 

1995 

Germany 

31,400 

28,100 

26,000 

International 

11,400 

10,300 

11,200 

Worldwide 

42,800 

38,400 

37,200 

Source:  SIEMENS  NIXDORF 


Key  Products  and  Services 

SIEMENS  NIXDORF's  core  products  are  the  cornerstones  of  an  extensive  range  of  products,  solutions  and 
services.  Its  products  and  IT-skills  form  the  basis  of  SIEMENS  NIXDORF's  worldwide  and  regional 
solutions  for  the  addressed  verticals. 

Key  products  include: 

• general-purpose  computer  system  running  on  the  BS2000/OSD  operating  system 

• Open  UNIX  servers  with  the  RISC-based  RM  families  RM200,  RM400,  RM600  and  Reliant  RM1000 
in  the  framework  of  Open  Enterprise  Computing  and  the  RW  RISC  workstation  family 

• MS-DOS  PCs,  notebooks  and  PC  servers 

• PoS  and  self-service  systems 

• Database  systems,  e.g.  the  universal  database  system  UDS  with  internationally  compatible 
interfaces,  as  well  as  Informix,  an  Oracle  systems  from  strategic  partnerships 

• Transdata  communication  system  enhanced  to  include  the  Transview  functions  for  network,  system 
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and  applications  management 

• OCIS  (Office  Communication  and  Information  System),  an  integrated  office  solution 

• Software  engineering  systems. 

Furthermore,  SIEMENS  NIXDORF  offers  special  products  such  as  super-  and  neurocomputers. 

In  the  solutions  business  SIEMENS  NIXDORF  focuses  on  projects  involving  specific  application  software 
and  services  in  which  platform  products  and  the  service  range  can  be  integrated.  Another  key  focus  is 
Outsourcing  where  the  new  business  unit  SBS  will  serve  external  customers  as  well  as  subsidiaries  of 
Siemens  AG  all  over  the  world.  SIEMENS  NIXDORF's  solution  business  breaks  down  by  sector  into  the 
solution  operating  units:  Industry,  Trade  and  Transport,  Financial  Services,  Public  Services  as  well  as 
Telecommunications. 

Recent  Projects 

The  following  is  a list  of  some  of  SIEMENS  NIXDORF's  recent  projects: 

• Deutsche  Telekom  AG  signed  a contract  worth  DM57  million  with  Siemens  and  SIEMENS 
NIXDORF  for  a project  called  "Intelligent  Networks" 

• Volkswagen  chose  SIEMENS  NIXDORF  as  worldwide  partner  for  its  new  car  dealer  application 
with  integrated  car  configurator,  sales  support  and  order  processing 

• Deutsche  Bank  selected  SIEMENS  NIXDORF  for  fast  implementation  of  advanced  home-banking 
solutions. 

The  Canadian  government  voted  for  SIEMENS  NIXDORF  as  its  supplier  for  corporate  directory  systems. 

Clients 

Exhibit  10  shows  some  of  SIEMENS  NIXDORF's  client  base. 

Exhibit  10 


SIEMENS  NIXDORF 
References,  1995 


• Allianz 

• Deutsche  Telekom 

• Bewag 

• Gerling 

• Canadian  Government 

• Kaufhof 

• Deutsche  Bank 

• Postbank 

• Neckarwerke  AG 

• SAP 

Source:  SIEMENS  NIXDORF 


Siemens  Business  Services  reports  more  than  20  non-Siemens  outsourcing  contracts  including  companies 
such  as:  Krupp  Hoesch  Stahl,  Jena  Optik,  Deutsche  Direktbank  and  Lincas. 

Alliances 

SIEMENS  NIXDORF's  alliances  are  shown  in  Exhibit  11. 

Exhibit  11 


SIEMENS  NIXDORF 
Key  Alliances  1996 
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Key  Partner 

• Microsoft  ("User  Centered  Computing") 

Platform  Partners 

• Silicon  Graphics  (RISC  technology) 

• HP  and  CA  (network  operation) 

• IBM  (OS/2  platforms) 

• Microsoft  (Windows  platforms) 

• Netscape  (Internet  Services) 

Middleware  Partners 

• Oracle,  Informix,  Sybase,  Ingres,  Software  AG 

• IBM  (CICS,  DB/2,  Netview) 

• CA  (Unicenter  for  UNIX) 

• HP  (OpenView) 

Tool  Partners 

• Microsoft  (OLE,  Visual  Basic,  Visual  C++) 

• Texas  Instruments  (IEF) 

Solution  Partners 

• SAP  (R/2  and  R/3) 

• Baan 

• PeopleSoft 

• COMET  solution  partners 

Source:  SIEMENS  NIXDORF 


INPUT  Assessment 

SIEMENS  NIXDORF  offers  a comprehensive  range  of  equipment  from  personal  computers  to  mainframes 
and  is  in  a strong  position  in  the  market  for  networked  multistation  UNIX  installations. 

The  company  is  very  strong  in  Germany  and  is  well-positioned  to  target  the  emerging  opportunities  in 
former  East  Germany  and  Eastern  Europe.  However,  the  company  needs  to  develop  its  presence  in  the 
remainder  of  Europe. 

In  the  US,  SIEMENS  NIXDORF  is  also  ambitious  to  improve  its  visibility.  The  acquisition  of  Pyramid 
Technologies  Corp.  in  1995  was  surely  a first  step  in  an  ongoing  US  market  penetration  strategy  which  so 
far  has  not  achieved  its  major  breakthrough. 

SIEMENS  NIXDORF’s  large  customer  base  in  Germany  represents  a tremendous  asset,  both  from  the 
point  of  view  of  maintenance,  support,  and  enhancement  of  the  installed  base  of  systems  and  their 
associated  applications  software,  and  also  in  providing  a "captive"  market  for  potential  migration  to  open 
systems  products  and  client/server  architecture.  SIEMENS  NIXDORF  sees  its  mainframes  gradually 
becoming  "super-servers"  operating  alongside  newer  architectures. 

SIEMENS  NIXDORF  prides  itself  on  being  a "full-range"  supplier.  This  is  achieved  by  having  at  least  one 
core  product  in  each  chosen  strategic  area,  complemented,  where  necessary,  by  apphcation  packages  from 
third-party  suppliers. 

SIEMENS  NIXDORF  is  particularly  strong  in  financial  services,  assisted  by  its  capability  in  PoS  systems 
(especially  self-service  systems). 

Cost-cutting,  which  was  announced  1993  and  put  into  practice  by  a huge  reduction  in  employees  is  still  one 
of  the  big  issues  of  the  organisation.  Today,  SIEMENS  NIXDORF  operates  with  only  72%  of  the  number  of 
employees  that  it  had  in  1991  and  has  reached  the  turnaround  to  profitability. 


http://www.input.com/vaps/vaps_profile.cfm?COMPANY_ID=235 


3/16/99 


INPUT  Vendor  Profile  - Siemens  Nixdorf  Informationssysteme  AG 


Page  9 of  9 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 


http://www.input.com/vaps/vaps_profile.cfm7COMP  ANY_ID=235 


3/16/99 


c 


J 


o 


9 


INPUT  Vendor  Profile  - Softlab  GmbH 


Page  1 of 7 


Softlab  GmbH 


UPDATED: 

01/01/1996 


Headquarters 


Summary  Info 

President/CEO:  Dr.  Ulrich  Fahr 


Zamdorfer  Strasse  120 

Germany 

Phone: 

+49  89  9936  0 


, D-81677 


Fax: 

+49  89  938281 


Revenue: 

Revenue  (DM  mil): 


Status: 

Parent: 


Employees: 


877(12/1995) 


Limited 
BMW  AG 


N/A 

173.0 


Company  Web  Site: 

http://www.softlab.de 


Year  End 


Dec-1995 


Key  Points 

• Services  company  focused  on  development  tools 

• Key  product:  Maestro  II 

» Subsidiary  of  BMW  (Bayerische  Motorenwerke  AG) 

• US  $20  million  of  total  US  $115  million  captive  to  parent  company 
«>  Major  target  is  a breakthrough  in  the  US  market 

u Peter  Broicher  and  John  Kopcke  joined  Softlab  as  new  board  members  in  January  1996. 

Company  Description 

Soft  ab  was  founded  in  1971  in  Munich  with  the  key  focus  on  developing  solutions  for  business 
information  systems.  From  1971  until  1992,  Softlab  was  an  independent  software  and  services 
com  iany.  Since  1992,  it  has  been  a wholly-owned  subsidiary  of  the  Bayerische  Motorenwerke  AG 
(BMW). 

Today,  Softlab  GmbH  develops  and  markets  solutions  to  support  the  development,  maintenance  and 
redevelopment  of  business  information  systems.  Another  key  competence  area  addresses  the 
implementation  of  large-scale  automation  projects  for  customers  in  banking,  financial  sen  ices, 
insurance,  government,  industry,  distribution,  public  utilities,  transport  and  commerce. 

Seve  nty  per  cent  of  Softlab’s  projects  are  implemented  in  open,  decentralised  client/server 
environments.  Softlab’s  open,  LAN-based  software  development  environment,  Maestro  II,  has  placed 
the  company  in  a strong  market  position  in  its  particular  area  of  market  activity. 

Softlab  is  an  active  member  of  various  international  organisations  for  the  development  and  definition 
of  standards,  including  Euromethod,  the  Eureka  Software  Factory  (ESF),  the  CASE  Datacentre 
Format  (CDIF),  the  Portable  Common  Tool  Environment  (PCTE),  and  the  Object  Management 
Group  (OMG). 

Operations  and  Structure 

Softlab  is  divided  into  two  major  business  areas: 

<*  AD  Products  and  Services 

• Business  Solutions:  IT-services  and  consulting  for  major  commercial  customers. 

Both  business  areas  have  received  the  ISO  9001  quality  assurance  certificate. 
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The  Business  Solutions  division,  the  project  and  systems  house  within  the  Softlab  group,  has  more 
than  20  years  of  experience  in  large-scale  automation  projects.  A specialist  staff  of  about  400  people 
plan  and  implement  complex  applications  and  communications  solutions  for  a wide  range  of 
industries  where  there  is  a need  to  manage  large  volumes  of  data. 

Softlab’s  international  subsidiaries  are  located  in: 

• UK  (London  and  Warrington) 

• France  (Malakoff  near  Paris) 

• The  Netherlands  ( Naarden) 

• Austria  (Vienna) 

• Switzerland  (Glattbrugg  and  Ostermundigen) 

• Italy  (Milan) 

• Spain  (Magadahonda,  Madrid) 

• Belgium  (Brussels) 

• USA  (Atlanta  and  Jersey  City) 

• Japan  (Tokyo). 

Early  in  1995,  Softlab  opened  its  first  subsidiary  on  the  Asian  continent  in  Tokyo,  Japan. 

In  Sweden,  Denmark  and  Finland,  Softlab  is  represented  through  the  distributor  MIJADA. 

In  January  1996,  Softlab  hired  two  new  members  of  the  management  board:  Peter  Broicher,  who 
heads  the  projects  business  and  John  Kopcke  who  heads  Softlab’s  product  development. 

Exhibit  1 shows  Softlab’s  key  executives. 

Exhibit  1 


Softlab 

Key  Executives,  1996 


Name 

Position 

Dr.  Ulrich  Fahr 

Chief  Executive  Officer 

Peter  Broicher 

Chief  Project  Officer 

Hans  Jacobs 

Chief  Operating  Officer 

Christoph  Knott 

Chief  Financial  Officer 

John  Kopcke 

Chief  Technology  Officer 

Source:  Softlab 


Company  Strategy 

One  of  Softlab’s  key  targets  is  to  support  customers  in  changing  IT  environments.  Client/Server, 
object-orientation  and  decentralisation  are  the  major  concerns  in  customer  organisations.  Although, 
business-critical  applications  will  continue  to  be  mainframe-based  for  years  to  come,  Softlab  regards 
client/server  as  increasingly  important  in  new  systems  development.  So  the  approach  is  a step-by- 
step  migration,  taking  the  client  smoothly  through  the  transition. 

Softlab  operates  independently  of  its  parent  company.  Only  strategic  changes  like  divestitures, 
alliances  etc.  have  to  be  agreed  by  the  BMW  committee  (Verwaltungsrat). 
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Financials 

Exhibit  2 shows  a five-year  review  of  Softlab’s  financial  results. 
Exhibit  2 


Softlab 

Five-Year  Financial  Summary  1995  (DM  millions) 


Year 

1995 

1994 

1993 

1992 

1991 

Revenue 

173 

167 

156 

150 

146 

Annual  Growth  Rate 

4% 

7% 

<1% 

3% 

12% 

Profit  after  Tax 

0 

3 

1 

n.a. 

n.a. 

Revenue  per  Employee 

0.197 

0.200 

0.188 

0.202 

0.206 

Annual  Growth  Rate 

1 

N) 

nP 

o'' 

CD 

"P 

o' 

-7% 

-2% 

1% 

Source:  Softlab 


Exhibit  3 


Softlab 

Revenue  by  Delivery  Mode 


US  $ Millions 

995 

Delivery  Mode 

Revenue 
$ Millions 

Share 

Applications  Software 

40 

35% 

Prcfessional  Services 

55 

48% 

Tot  al  Non-Captive  Revenue 

95 

83% 

Captive  Revenue 
(Share  of  BMW-Revenue) 

20 

17% 

Tot  al  Software  & Services 

115 

100% 



Source:  INPUT  Estimates 

Out  of  Softlab's  professional  services  revenues,  70%  comes  from  software  development  and  software 
customisation,  while  the  remainder  is  IT-consulting. 

Exhibit  4 shows  Softlab’s  activities  in  different  industry  sectors. 

Exhibit  4 


Softlab 

Revenue  by  Industry  Sector 

US  $ Millions  1995 

Industry  Sector  Revenue  Share 
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Industry  Sector 

$ Millions 

Share 

Discrete  Manufacturing 

12 

13% 

Process  Manufacturing 

3 

3% 

Transport  Services 

5 

5% 

Telecommunications 

2 

2% 

Utilities 

1 

1% 

Retail  Distribution 

3 

3% 

Banking  % Finance 

30 

32% 

Insurance 

12 

13% 

State  and  Local  Government 

25 

26% 

Business  Services 

2 

2% 

Total  Non-Captive  Revenue 

95 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Geographic  Markets 

Exhibit  5 shows  a geographic  analysis  of  Softlab’s  revenues. 
Exhibit  5 


Softlab 

International  Operations  in 
$ Millions  1995 


Revenue 

Share 

$ Millions 

Germany 

82 

71% 

International 

33 

29% 

Total 

115 

100% 

Source:  INPUT 


Softlab  has  increased  its  emphasis  on  international  sales  over  the  past  few  years.  However,  the  final 
breakthrough  into  international  marketplace  has  not  yet  been  reached.  US  activities  inparticular, 
are  still  far  behind  expectations.  In  1995,  international  sales  accounted  for  29%,  a slight  decline  from 
32%  in  1994. 

Employees 

Exhibit  6 provides  a five-year  review  of  Softlab’s  growth  in  human  resources. 

Exhibit  6 
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Softlab 

Employee  Development  Five-Year  Review  1995 


Year 

1995 

1994 

1993 

1992 

1991 

Headcount 

877 

837 

831 

741 

710 

Revenue  per  Employee  $ Million 

0.131 

0.133 

0.125 

0.135 

0.137 

Annual  Growth  Rate 

-2% 

6% 

-7% 

-2% 

1% 

Source:  Softlab 


Key  Products  and  Services 

Maestro  II  is  Softlab’s  software  engineering  environment  for  large-scale,  team-based  systems 
development.  Much  of  Maestro  II’s  strength  comes  from  its  Software  Engineering  Platform,  the 
infrastructure  that  supports  the  entire  development  organisation  in  all  its  activities  — by  integrating 
people,  processes  and  tools. 

The  Software  Engineering  Platform  facilitates  communication  and  co-operation  within  teams,  and 
provides  management  and  control  of  multiple  software  projects  across  the  entire  development 
organisation. 

The  Maestro  II  Software  Engineering  Platform  provides  the  bases  for  the  Maestro  II  Team 
Workstations,  which  support  engineers  in  their  individual  tasks,  with  suites  and  tools  tailored  to  the 
requirements  of  the  specific  phases  of  the  software  process  — design,  construction,  maintenance,  and 
redevelopment.  Both,  Maestro  II  and  third-party  tools  draw  upon  the  facilities  of  the  Software 
Engineering  Platform,  which  generates  them  into  a single,  managed  development  structuie  in  which 
all  a kivities  are  channelled  towards  a common  goal. 

Softlab’s  vision  of  systems  engineering  spans  three  complementary  aspects  of  one  single  process: 
creating  solutions  for  evolving  business  needs.  Maestro  II  EngineerIT  supports  new  development 
with  tools  that  promote  flexible,  structured  design  and  the  re-use  of  system  components.  Maestro  II 
RecjclelT  helps  developers  understand  complex  legacy  systems,  enhance  them  and  repackage  their 
key  components  for  new  technologies  and  system  architectures.  Maestro  II  IntegratelT  provides  an 
integration  platform  for  the  management  and  co-ordination  of  the  people,  processes,  tools  and  data 
involved  in  the  software  life-cycle.  The  integration  platform  is  common  to  all  three  Maestro  II 
solutions.  Working  together  or  individually,  the  Maestro  II  family  aims  to  facilitate  teamwork  and 
productivity  in  the  complex  software  environment. 

Softlab’s  project  business  unit  offers  complete  business  solutions  to  specific  industries  such  as 
banking,  finance,  insurance,  government,  manufacturing,  telecommunications,  utilities,  distribution, 
transportation  and  commerce.  Its  services  portfolio  consists  of  a range  of  IT  services  including  IT 
consulting,  Information  Management,  Migration  Services  and  Network  Integration,  Outsourcing  and 
SAP  consulting  and  implementation  services. 

While  in  the  past,  "Business  Solutions"  was  primarily  focused  on  Germany,  Softlab  now  plans  to 
expand  the  projects  business  internationally,  starting  with  projects  in  Austria,  Switzerland,  and  the 
UK. 

Marketing  and  Sales 

Project  business  is  increasingly  important  in  Softlab’s  overall  performance  and  pricing  models  and 
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will  be  an  important  success  factor  in  the  future.  Today,  about  80%  of  its  project-based  contracts, 
Softlab  acts  as  the  prime  contractor  and  undertakes  the  work  on  a fixed  price  basis. 


Clients 


Exhibit  7 provides  a bst  of  Softlab’s  major  cbents. 
Exhibit  7 


Softlab 

Major  Clients  1995 


- ABP-  Allianz 

-ARAG 

- Inland  Revenue 

- Automobile  Association 

- Kadaster 

- Axel  Springer  Verlag 

- Kriegbaum 

- Baden-Wurttembergische  Bank 

- La  Caixa 

- Banco  de  Bilbao  - Vizcaya 

- La  Redoute 

- Banque  Nationale  de  Paris 

- Landesbank  Hessen  Thiiringen 

- BFG 

- Linde 

- Barclays  Bank 

- Maingas 

- British  Airways 

-MAN 

- Bayerische  Bank 

- Messer-Griesheim 

- BEB  Erdgas  Erdol 

- Munich  Reinsurance 

- Bosch-Siemens  Hausgerate 

- Neckermann 

- BMW 

- Nord/LB 

- BMW  Bank 

- OSRAM 

- Bundesanstalt  fur  Arbeit 

- Papierfabrik  Scheufelen 

- British  Gas 

- Principal  Insurance  Group 

- Burda 

- Quelle 

- Cheltenham  & Gloucester 

- RAI 

- CNP 

- RATP 

- Deutsche  Bank 

- Ruhrgas 

- Deutsche  Telekom 

- RZ  der  Finanzverwaltung  des  Landes  NRW 

- Dresdner  Bank 

- Royal  Air  Force 

- El  Corte  Ingles 

- RTL  Television 

- Eu-Log-System 

- Schweizer  PTT 

- Fiat 

- SFB 

- Flughafen  Frankfurt 

- Sparkassen  Datendienst 

- Flughafen  Miinchen 

- Statistisches  Bundesamt 

- Fujitsu 

- Swissair 

- Gerling 

- Taurus  Film 

- Guardian  Insurance 

- Thyssen  Stahl 

- Hoechst 

- Verbundnetz  Gas 

- Iberia 

-VOX 

- ING  Bank 

- Winterthur  Barcelona 

- Informatik  Zentrum  Bayern 

- Wustenrot 

Source:  Softlab 


Alliances 


Softlab  has  entered  into  sales,  marketing  and  development  alhances  with  major  vendors  in  the 
computer  industry.  As  examples,  IBM,  HP,  SNI,  Digital  and  ICL  have  incorporated  Maestro  II  into 
their  software  engineering  strategies.  Additionally,  Softlab  signed  a co-operation  contract  with  the 
French  services  firm  SG2. 

INPUT  Assessment 

Softlab  has  a strong  reputation  in  the  niche  market  of  software  CASE  tools,  especially  in  Germany. 
This  reputation  results  from  extremely  capable  software  development  staff  resulting  in  advanced 
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products.  However,  Softlab  no  longer  supports  the  past  image  of  a pure  CASE  development  company. 
The  new  image  is  that  of  a "Project-Solutions-House",  combining  software  business,  still  an 
important  revenue-generator,  with  project-based  activities. 

Although  development  projects  and  consulting  still  account  for  more  than  half  of  Softlab’s  revenue, 
size  still  prevents  Softlab  for  bidding  for  projects  greater  than  $100  million  in  size. 

Critical  mass  has  to  be  built  by  acquisitions  and/or  alliances  in  order  to  support  the  idea  of  a "Total 
Solution  Provider".  This  is  particularly  relevant  in  the  important  US  market,  where  Softlab  is  about 
to  negotiate  with  several  vendors. 

As  completion  of  the  service  portfolio  is  one  major  target,  an  alliance  with  another  tools  vendor  is 
unlikely.  A possible  partner  could  be  an  IT  management  consultancy. 

In  its  search  of  partners  and  in  expansion  towards  new  markets,  Softlab  can  benefit  from  its  close 
relationship  with  BMW.  The  extremely  positive  standing  of  BMW  in  Germany  and  elsewhere  in  the 
world  plus  Softlab’s  expertise  could  open  new  doors  in  order  to  give  Softlab  a really  international 
profile. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Software  AG 


UPDATED: 

08/01/1996 


Headquarters 


Chairman: 

Status: 

Employees: 

Revenue: 

Revenue  (DM  mil): 


Summary  Info 


Romin  Neumeister 
Private 

3,327(12/1995) 

N/A 

782.2 


Uhlandstrasse  12 
D 64297  Dramstadt 
Germany 


Phone: 

+49  61  51  92-0 


Fax: 

+49  61  51  92-1191 


Company  Web  Site: 

http://www.softwareag.com 


Key  Points 

» Leading  German  software  products  vendor 
« Key  products  — Adabas,  Natural  and  Entire 

* Increasing  emphasis  on  supplying  services  and  solutions  rather  than  products  to  support  user 
downsizing 

«.  Key  industry  sectors  supported,  manufacturing  and  banking/finance 

••  Seventy-five  per  cent  of  revenues  generated  within  Europe,  one  quarter  of  total  revenues  from 
within  Germany 

Co-founder  Peter  Schnell  resigns  from  board  of  directors  for  a "new  generation  of 
management". 

Company  Description 

Software  AG,  founded  in  1969,  is  one  of  the  world's  largest  independent  software  vendors.  More  than 
5,009  organisations  in  over  80  countries  currently  base  their  IS  activities  on  Software  AG  products 
and  services.  The  company  is  attempting  to  position  itself  as  a global  software  and  service:’,  provider 
supf  lying  medium  and  large  enterprises  with  business  solutions  based  on  superior  software 
technology. 

Software  AG  reports  its  activities  under  two  major  headings:  Concern  and  Group.  The  Concern 
com]  irises  all  companies  in  which  Software  AG  has  a majority  holding,  and  the  Group  incl  ides 
Concern  companies  and,  in  addition,  all  non-owned  sales  organisations  offering  Software  AG 
products  in  foreign  markets. 

Of  Group  revenues  for  1994,  more  than  80%  were  generated  from  the  Concern. 

Operations  and  Structure 

Exhibit  1 lists  the  two  shareholders  of  Software  AG. 

Exhibit  1 


Software  AG 
Shareholders 
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Name 

Holding 

Software  Industrie  Stiftung 

2% 

Software  AG  Stiftung  (non-profit) 

98% 

Source:  INPUT 


Exhibit  2 and  Exhibit  3 list  Software  AG's  major  holdings  in  subsidiary  companies. 
Exhibit  2 


Software  AG 
Domestic  Subsidiaries 


Company 

Holding 

Software  GmbH  Marketing 

100% 

Software  Middle  East  GmbH 

100% 

EBS  Software  GmbH 

25% 

Source:  INPUT 


Exhibit  3 


Software  AG 

International  Subsidiaries 


Company 

Country 

Holding 

Software  AG  Systems  Inc, 

incl.  Software  AG  of  North  America  Inc.,  (SAGNA) 

USA 

100% 

Software  AG  of  the  United  Kingdom  Ltd. 

U.K. 

100% 

Software  AG  France  SA 

France 

100% 

Software  AG  Italia  SpA 

Italy 

100% 

Software  AG  Belgium  SA 

Belgium 

100% 

Software  AG  Nederland  B.V. 

Netherlands 

100% 

Software  AG  Nordic  A/S, 
with  subsidiaries: 

Denmark 

100% 

Software  AG  Norge  A/S 

Norway 

100% 

Software  AG  Sverige  AB 

Sweden 

100% 

Oy  Software  AG  Finland 

Finland 

100% 

Software  Aktiengesselschaft 

Austria 

100% 

Software  AG  Czechoslovakia 

Czech  Republic 

100% 
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Software  AG  Bilgi  Sistemleri  Ticaret  AS 

Turkey 

90% 

Software  AG  Federal  Systems  Inc 

U.S.A. 

100% 

Software  AG  (Hong  Kong)  Ltd 

Hong  Kong 

100% 

Software  AG  (Singapore)  Pte  Ltd 

Singapore 

100% 

Software  AG  (Malaysia)  Sdn  Bhd 

Malaysia 

100% 

Softinterest  Holding  AG, 
with  subsidiaries: 

Switzerland 

100% 

Software  AG  Espana  SA 

Spain 

100% 

SAG  Software  Systems  AG 

Switzerland 

100% 

Software  AG  Portugal  Lda. 

Portgual 

100% 

Software  AG  Taiwan  Ltd 

Taiwan 

100% 

Source  Software  AG 


Company  Strategy 

Software  AG  was  initially  a supplier  of  mainframe-based  software  and  is  now  evolving  into  a 
client/server  company.  It  is  also  transforming  from  a pure  product-focus  into  a services  and  solutions- 
driven  company.  In  the  light  of  this  reorientation  a number  of  key  issues  have  been  addressed: 

« Integration  of  Unix  and  PC  based  systems  into  an  enterprise  wide  client/server  environment 
o Greater  involvement  in  sector  specific  solutions 
>i  Development  of  the  overall  services  sector. 

Particularly  important  product  developments  have  included  the  release  of  NATURAL  for  Windows, 
extended  support  for  SQL  and  the  completion  of  the  programme  to  make  most  ENTIRE  components 
support  distributed  client  server  requirements.  These  now  include  Windows,  UNIX,  OS/2  and  Apple 
Macintosh. 

The  ability  to  offer  solutions  is  seen  to  be  particularly  important  in  developing  markets  such  as 
Eastern  Europe  and  Latin  America. 

Successful  sales  partnerships  have  been  established  and  developed  in  Bulgaria,  Poland  and 
Hungary. 

The  company  foresees  an  advantage  in  the  completion  of  the  Single  Market  and  the  associated 
expected  sharp  rise  in  demand  for  solutions  as  customers  harmonise  operations  across  Europe. 

The  company  has  continued  to  develop  and  expand  business  activity  in  the  Asian,  Latin  American 
and  Eastern  European  markets.  It  established  a local  presence  in  Hong  Kong,  Singapore,  Manila  and 
Kuala  Lumpur  and  also  in  Moscow.  In  the  first  half  of  1994  Software  AG  affiliates  and  partner 
organisations  launched  operations  in  China,  Taiwan,  India,  Indonesia  and  China. 

Financials 

Exhibit  4 shows  the  consolidated  results  of  Software  AG  Concern  over  the  last  five  years. 
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Exhibit  4: 


Software  AG  Concern 
Five-Year  Financial  Summary 
FYE  31-12,  DM  Million 


Year 

1990 

1991 

1992 

1993 

1994 

Revenue 

458.9 

556.4 

617.9 

664.9 

698.8 

Annual  Growth  Rate 

15% 

21% 

11% 

8% 

5% 

Profit  after  Tax 

3.4 

13.3 

8.6 

55.0 

-11.6 

Revenue  per  Employee 

N/A 

0.195 

0.226 

0.241 

0.250 

Source:  Software  AG 


Exhibit  5 


Software  AG 

Five-Year  Financial  Summary,  Group  Revenues  (FYE  31-12)  (DM  Millions) 


1994 

1993 

1992 

1991 

1990 

Group  Revenue 

865 

843 

780 

712 

584 

Annual  Growth  Rate 

3% 

8% 

10% 

22% 

11% 

Source:  Software  AG 


Group  Performance 

Exhibit  5 shows  Group  revenues  over  the  last  five  years. 

Market  Analysis 

Exhibit  6 shows  three-years  of  Concern  revenues  analysed  by  business  area. 
Exhibit  6 


Software  AG  Concern 


Three-Year  Market  Analysis  by  Business  Area  D 

M Million 

Business  Area 

1992 

1993 

1994 

Licences 

267.2 

273.0 

280.2 

Technical  Services 

198.1 

224.7 

251.5 

Professional  Services 

133.4 

143.8 

154.4 

Other 

19.2 

23.4 

12.7 

Total 

617.9 

664.9 

698.8 

Source:  Software  AG 

Exhibit  7 shows  INPUT  estimates  of  Software  AG’s  European  Concern  revenues  by  software  and 
services  dehvery  mode. 
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Exhibit  7 


Software  AG 

1994  European  Revenues  by  Delivery  Mode,  $ Millions 


Delivery  Mode 

Revenues  in  $ Millions 

Share 

System  Software  Products 

130 

39% 

Application  Software  Products 

10 

3% 

Professional  Services 

185 

55% 

Total  Software  & Services 

325 

97% 

Equipment  / Other  Revenues 

10 

3% 

Total  European  Revenues 

335 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Software  AG’s  European  Revenues  by  Industry  Sectors  are  shown  in  Exhibit  8. 


Exhibit  8 


Software  AG 

1994  European  Revenues  by  Industry  Sector,  $ Millions 


Industry  Sector 

Revenues  in  $ Millions 

Share 

Discrete  Manufacturing 

75 

22% 

Pro  ;ess  Manufacturing 

25 

7% 

Transportation 

40 

12% 

Ret  ail  Distribution 

40 

12% 

Wholesale  Distribution 

15 

4% 

Bar  king  & Finance 

60 

13% 

Insurance 

40 

12% 

Her  1th  Services 

5 

1% 

Sta  e & Local  Government 

30 

9% 

Bus  iness  Services 

5 

1% 

Total  Software  & Services 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Geographic  Markets 

Exhibit  9 shows  estimates  of  Software  AG’s  European  Concern  revenues  by  country. 
Exhibit  9 


Software  AG  Concern 
1994  European  Revenues  by  Country, 
$ Millions 
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Country 

Revenue  in  $ Millions 

Share 

France 

35 

10% 

Italy 

20 

6% 

UK 

60 

18% 

Germany 

120 

36% 

Spain 

50 

15% 

Switzerland 

10 

3% 

Austria 

5 

1% 

Rest  of  Europe 

35 

10% 

Total  Software  & Services 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Acquisitions  / Divestitures 

In  March  1995,  Software  AG  completed  negotiations  on  the  acquisition  of  Siemens  Nixdorf  s SQL 
Datenbanksysteme  GmbH.  This  acquisition  is  doubling  Software  AG's  database  development 
resources  and  demonstrates  its  determination  to  play  a long-term  leading  role  in  the  SQL-based 
Open  Systems  database  market.  It  also  aims  to  provide  the  investment  safeguards  demanded  by 
Adabas  D customers. 

Employees 

Software  AG’s  development  in  human  resources  is  shown  in  Exhibit  10. 

Exhibit  10 


Software  AG  Concern 

Four-Years  Development  Human  Resources  $ Million 


Year 

1991 

1992 

1993 

1994 

Headcount  (Average) 

2,359 

2,729 

2,762 

2,793 

Annual  Growth  Rate 

N/A 

16% 

1% 

1% 

Revenue  per  Employee 

0.157 

0.151 

0.161 

0.167 

Source:  INPUT 


Exhibit  11  provides  Software  AG’s  employees  by  activity. 
Exhibit  1 1 


Software  AG  Concern 
1994  Employees  by  Activity 
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Activity 

Share 

Application  Development 

21% 

Product  Development 

16% 

Sales  & Marketing 

13% 

Customer  Service 

11% 

Consulting 

12% 

Training 

4% 

Administration 

23% 

Total 

Source:  Software  AG 


Key  Products  & Services 

AD  ABAS  DBMS  and  NATURAL  application  development  environment  together  form  the  basis  of  the 
Software  AG  product  offering. 

In  addition  the  ENTIRE  range  of  products  for  distributed  processing  enables  the  company  to  supply 
mission  critical  application  solutions  for  complex  distributed  computing  environments,  integrating 
heterogeneous  multi-vendor  PC,  UNIX  and  mainframe  technologies. 

The  following  gives  a detailed  description  of  Software  AG's  product  range: 

« AD  ABAS  C,  a high-performance  multi-threaded  database  management  system.  It  offers 

complete  interoperability,  scalablitlity,  and  portability  across  desktop,  LAN,  UNIX,  mid-range, 
and  mainframe  environments. 

c ENTIRE  Transaction  Propagator,  in  conjunction  with  AD  ABAS  C,  delivers  the  synchronous 
controlled  replication  required  in  distributed  subsets  of  a centralised  master  file  for  local  data 
processing  needs 

i<  ADABAS  SQL  Server  is  a fully  compliant  SQL  interface  to  ADABAS  C. 

u ADABAS  D,  is  a multi-tasking,  multi-threaded  fully  relational  DBMS.  It  is  portable  across 
UNIX,  Windows  NT,  Windows  95,  and  OS/2.  Triggers,  stored  procedures,  SQL,  and  on-line 
backup  are  a sample  of  its  features 

u ENTIRE  is  a product  family  of  advanced  middleware  enabling  the  development  and 
deployment  of  distributed  solutions  in  heterogeneous  environments 

o ESPERANT,  a SQL  query  and  reporting  tool 

o NATURAL,  a comprehensive  client/server  application  development  tool  for  developing  and 
deploying  portable,  distributed  applications 

In  addition  to  its  software  product  offerings,  Software  AG  provides  a variety  of  Business  Solutions 
including: 

«>  BankWorks  — a modular,  online  and  realtime  application  solution  for  international  banks 

i.  CardinAll  — a card  processing  solution  for  both  bank-issued  and  non-bank-issued  payment 
cards 

u VERSIS  — a multilingual  composite  insurance  tool  for  modelling  and  Managing  new 
insurance  products 

• PRODIS  — a highly  customisable  MRP  II  application  system  for  the  manufacturing  industry 

• Open  Data  Warehouse  Programme  — a comprehensive  programme  of  products  and 
services  for  building  a data  warehouse 
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Alliances 

Software  AG  has  the  following  major  agreements: 

Hardware  partners 

• Digital  Equipment  Corp. 

• Hewlett-Packard 
. IBM 

. NCR 

Software  partners: 

• Microsoft  Corp. 

. SAP 

INPUT  Assessment 

Software  AG's  main  strengths  can  be  summarised  as: 

• A large  European-based  independent  software  company 

• Close  supportive  relations  with  customers 

• Strong  government,  financial  and  manufacturing  expertise 

• Reputation  for  technological  innovation. 

Its  world-wide  presence,  together  with  its  reputation  as  an  established  vendor  with  a stable  financial 
history,  makes  Software  AG  a strong  competitor. 

The  main  challenge  for  Software  AG  is  to  move  away  from  the  mainframe  market  and  to  successfully 
market  its  Entire  Function  Server  products  to  its  customer  base. 

Software  AG  has  traditionally  developed  systems  for  the  mainframe  environment,  but  has  now 
moved  into  the  UNIX  arena  at  a much  later  stage  than  other  vendors.  The  company's  strategy  for  its 
UNIX  offerings  focuses  on  delivering  directly  to  existing  customers,  as  a means  of  migrating  to  open 
systems,  and  to  small  and  medium-sized  businesses  via  third-party  vendors. 

Incorporating  the  Macintosh  into  ENTIRE  is  a key  element  of  Software  AG's  ENTIRE  Client 
Workstations  (EWS)  strategy.  EWS  is  designed  to  allow  SOFTWARE  AG  customers  to  take 
advantage  of  modern  graphical  user  interfaces  as  they  move  to  client/server  solutions. 

In  spite  of  a growth  in  Software  AG's  overall  business,  the  company  had  to  report  a net  loss  for  1994. 

Software  AG  has  not  yet  reached  a significant  market  share  outside  its  main  country  markets 
Germany,  US,  UK  and  Spain.  Key  to  its  success  is  an  expansion  of  business  in  the  remainder  of 
Europe,  particularly  in  Scandinavia,  Belgium,  France  and  Austria  where  Software  AG  has  faced 
unsatisfactory  results  in  the  past  years. 

Research  and  development  expenditures  in  1994  were  13%  of  Software  AG'  Concern  revenues  of 
which  more  than  30%  were  paid  in  German  Marks.  Due  to  ongoing  innovations  in  the  database 
marketplace,  R&D  expenditures  will  be  increasing  in  the  years  to  come:  a threat  to  Software  AG's 
financials  — but  a must  for  its  competitive  positioning. 
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SOFTWARE  AG  Americas 


UPDATED: 

12/01/1996 


Headquarters 


11190  Sunrise  Valley  Drive 
Reston,  VA  20191-5424 
U.S. 

Phone:  Fax: 

(703)  860-5050  (703)  391-6975 

Company  Web  Site: 

http://www.sagus.com 


Key  Points 


President: 

Status: 

Parent: 

Employees: 

Revenue: 


Summary  Info 

Daniel  F.  Gillis 
Subsidiary 
Software  AG 

750  (12/1996) 
$ 165.0  mil 


Year  End  Dec-1995 


• SOFTWARE  AG  Americas,  a wholly  owned  subsidiary  of  SOFTWARE  AG,  markets  the  data  warehouse,  database, 
application  development,  and  Intemet/middleware  products  of  SOFTWARE  AG  to  Fortune  1000  companies  and  federal, 
state,  and  local  government  agencies. 

• In  November  1 996,  SOFTWARE  AG  introduced  a free  software  developers  toolkit  for  DCOM  (Distributed  Component 
Object  Model)  for  Solaris  2.5.  This  is  the  first  cross-platform  implementation  of  DCOM  available  to  the  developer 
community.  This  preview  is  the  first  deliverable  in  SOFTWARE  AG's  collaborative  work  with  Microsoft  to  extend 
DCOM  throughout  the  enterprise. 

• In  August  1996,  SOFTWARE  AG  released  iXpress™,  a scalable,  open  Web-enablement  solution  that  enables  real-time 
data  access  to  enterprise,  business-critical  systems  via  Web  browsers. 

•>  In  October  1 996,  SOFTWARE  AG  announced  the  divestiture  of  its  ESPERANT  Division  to  Speedware  G irporation, 
Inc.  of  Toronto  (Ontario).  SOFTWARE  AG  also  signed  a distribution  agreement  whereby  it  retains  the  right  to  sell  and 
support  ESPERANT  to  its  installed  base. 

*■  In  June  1996,  SOFTWARE  AG's  Federal  Systems  group  and  Computer  Horizons  Corporation  formed  a sti  itegic 
partnership  to  assist  the  federal  government  in  solving  its  Year  2000  computing  issues. 

«.  In  June  1996,  SOFTWARE  AG  Americas  announced  Natural  LightStorm,  a server  application  developmei  t software 
based  on  the  company's  fourth-generation  language,  NATURAL®. 

« In  May  1 996,  Daniel  F.  Gillis  was  named  President  of  SOFTWARE  AG  Americas,  succeeding  Michael  J.  Cing,  who 
had  served  in  the  position  since  1 989. 

i In  May  1996,  SOFTWARE  AG  Americas  opened  a new  branch  office  in  Mexico  City,  (Mexico). 

Company  Description 


SOFTWARE  AG  Americas  is  a privately  held,  wholly  owned  subsidiary  of  SOFTWARE  AG  of  Darmstadt,  Germany. 


i SOFTWARE  AG,  founded  in  1969,  is  one  of  the  world's  largest  independent  software  companies,  with  1995  revenue  of 
$552  million  and  more  than  3,300  employees  worldwide. 

* SOFTWARE  AG  markets  its  products  and  services  in  nearly  1 00  countries  worldwide  and  has  a base  of  more  than  5,000 
customers. 

* SOFTWARE  AG's  President  and  CEO  Dr.  Erwin  W.  Koenigs,  succeeded  Peter  Schnell,  cofounder  and  head  of  the 
corporation,  in  November  1 996. 

In  1972,  SOFTWARE  AG  Americas  was  formed  as  a private  corporation,  SOFTWARE  AG  of  North  America,  Inc  (SAGNA), 
to  market  the  ADABAS®  database  management  system  in  the  U.S.,  developed  by  SOFTWARE  AG. 

In  1975,  SAGNA  began  its  international  expansion  with  the  opening  of  affiliates  in  Canada,  Japan,  Brazil,  and  Argentina. 


In  August  1996,  SOFTWARE  AG  of  North  America  was  renamed  SOFTWARE  AG  Americas. 

Organization  and  Structure 


The  SOFTWARE  AG  Americas  organization,  headquartered  in  Reston  (VA),  encompasses  all  sales  in  the  U.S.  and  those  of 
international  affiliates,  as  well  as  sales  in  Latin  America,  Canada,  Japan,  and  Israel. 
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In  May  1996,  SOFTWARE  AG  Americas  opened  a branch  office  in  Mexico  City,  headed  by  Sylvan  E.  Stephani,  in  order  to 
better  support  the  Mexican  market  through  direct  operations. 

Sales  representatives  of  the  North  American  operation  are  located  domestically  in  Reston  (VA),  Atlanta  (GA),  Braintree  (MA), 
Chicago  (IL),  Dallas  (TX),  Denver  (CO),  Irvine  and  Sacramento  (CA),  Bloomington  (MN),  Fort  Lee  (NJ),  Orlando  (FL), 
Philadelphia  (PA),  Seattle  (WA),  and  Puerto  Rico. 

Representatives  are  located  in  Canada  in  Cambridge,  Ottawa,  and  Toronto  (Ontario),  Calgary  and  Edmonton  (Alberta),  and 
Montreal  (Quebec). 

Sales  representatives  are  also  located  in  Mexico  City  and  Monterrey  (Mexico)  and  Panama  City  (Panama). 

Company  Strategy 


Software  AG  Americas'  mission  statement  is  as  follows: 


Software  A G provides  high-value  solutions  for  implementing  applications  in  large  scale  enterprises. 

Financials 


SOFTWARE  AG  America's  1 995  revenue  reached  $ 1 65  million,  a 5%  increase  over  revenue  the  previous  year.  The  company 
expects  revenue  to  reach  approximately  $176  million  in  1996. 

A five-year  summary  of  revenue  is  shown  below. 


Revenue  growth  was  attributed  to  sales  performances  above  industry  average,  and  increased  growth  in  professional  and  technical 
services. 


SOFTWARE  AG 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

SOFTWARE  AG  America 

Revenue 

$165 

$157 

$149 

$127 

$112 

• Percent  change  from 
previous  year 

5% 

5% 

17% 

13% 

N/A 

SOFTWARE  AG  Worldwide 

Revenue 

$552 

$533 

$510 

$481 

$470 

• Percent  change  from 
previous  year 

4% 

5% 

6% 

2% 

N/A 

Revenue  Analysis  by  Product/Service 

Approximately  21%  ($35.5  million)  of  SOFTWARE  AG  America's  1995  revenue  was  derived  from  professional  services,  40% 
($65.3  million)  from  technical  services,  32%  ($52.5  million)  from  license  fees,  and  the  remaining  7%  ($1 1.7  million)  from  other 
sources  (VAR  revenue,  documentation  revenue,  etc.). 
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Market  Financials 


SOFTWARE  AG  products  are  sold  across  industry  sectors.  The  company  has  clients  in  the  government,  banking  and  finance, 
transportation,  manufacturing,  distribution,  energy,  utilities,  insurance,  education,  and  medical  industries. 

Geographic  Markets 


SOFTWARE  AG  Americas'  1 995  revenue  was  derived  from  geographic  regions  as  follows: 


U.S 86.8% 

Mexico  and  South  America 4.2% 

Canada 2.4% 

Japan 5.4% 

Israel 1.2% 

100% 


Divestitures 


In  October  1996,  SOFTWARE  AG  sold  its  ESPERANT  Division  to  Speedware  Corporation,  Inc.,  retaining  the  right  to  sell  and 
suppc  rt  the  ESPERANT  product.  Speedware  is  a Toronto  (Ontario)-based  vendor  of  Internet  and  client/server  solutions  for  rapid 
applit  ation  development  (RAD)  and  business  intelligence. 

Employees 


SOFT  WARE  AG  Americas  currently  has  approximately  750  employees. 

Key  Products  and  Services 


SOFT  WARE  AG's  product  lines  are  organized  into  four  major  categories:  management,  application  development,  distributed 
compiling,  and  data  warehousing. 


The  company's  database  management  and  application  development  systems  software  products  run  on  IBM,  IBM-compatible,  and 
DEC  computers  under  a variety  of  operating  systems. 

Management 

SOFTWARE  AG's  data  management  family  of  products  is  designed  for  all  types  of  enterprise  computing,  including 
client/server,  and  for  a variety  of  industries,  including  manufacturing,  finance,  insurance,  telecommunications,  transportation, 
higher  education,  and  government. 

u ADABAS®  (Adaptable  Data  Base  System),  developed  in  1969,  is  a database  management  system  that  supports  multiple 
platforms,  including  MVS,  VSE,  VM,  UNIX,  Windows  NT,  OpenVMS,  and  Windows  95.  ADABAS  provides  data 
security  and  replication,  with  support  for  both  synchronous  and  asynchronous  replication. 

*>  ADABAS  FASTPATH  optimizes  databases  and  applications  simultaneously,  reducing  CPU  consumption  as  well  as  on- 
line and  batch  elapsed  response  times. 

« ADABAS  REVIEW  is  an  on-line,  interactive  performance  monitoring  and  reporting  system  that  collects,  summarizes, 
and  displays  information  about  the  use  and  costs  of  database  and  teleprocessing  applications. 

« ADABAS  SQL  SERVER  is  an  SQL  interface  to  ADABAS  for  third-generation  language  programs.  It  provides  field 
access  to  all  ADABAS  data  structures  (MU/PE),  security  support,  and  a Web  gateway.  ADABAS  SQL  SERVER  is 
currently  available  on  UNIX,  VMS,  and  MVS  platforms. 

• ADAPLEX+,  designed  for  an  IBM  or  compatible  system,  distributes  the  database  load  across  multiple  units,  allowing  up 
to  32  units  to  access  the  database  simultaneously.  ADAPLEX+  features  parallel  compression/  decompression,  parallel 
format  buffer  translation,  and  parallel  sorting,  retrieval,  and  searching. 

• ADABAS  DELTA  SAVE,  working  in  conjunction  with  ADABAS  Online  services,  reduces  the  volume  of  saved  output 
produced  during  ADASAV  utility  processing.  ADABAS  DELTA  SAVE  performs  save  operations  more  frequently, 
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reducing  database  recovery  time  and  contention  for  secondary  storage,  and  provides  the  ability  to  merge  incremental 
save  tapes  with  the  last  full  save  tape. 

• ADABAS  TEXT  RETRIEVAL  provides  text  and  document  storage  and  retrieval,  allowing  access  to  both  formatted  and 
unformatted  data  simultaneously.  It  provides  high-performance  data  compression,  automatic  recovery,  independent 
management  of  index  information,  and  integration  within  anapplication  written  in  NATURAL  or  any  3GL  such  as 
COBOL  or  PL/ 1. 

• ADABAS  Bridges  provides  access  to  the  DL/I,  VSAM,  TOTAL,  and  SESAM  application  development  environments, 
without  modification  to  application  programs. 

• ADABAS  ONLINE  SYSTEM  is  an  interactive  database  analysis  and  control  facility  for  ADABAS,  comprised  of  the 
following: 

o Basic  services— Allows  ADABAS  database  analysis  and  control  and  performs  functions  comparable  to  the 
ADABAS  operator  commands  and  utilities 

o Cache  services— Manages  the  ADABAS  selectable  units,  ADABAS  CACHE,  and  components  of  the  ADABAS 
ESA  Option 

o ADABAS  DELTA  SAVE  Administration— Provides  administration  for  DELTA  SAVE 

o ADABAS  STATISTICS  FACILITY  Administration— Provides  administration  for  the  ADABAS  STATISTICS 
FACILITY 

o ADABAS  TRIGGERS  Subsystem-Provides  the  ability  to  define  attributes  of  event-driven  procedures 

• ADABAS  D,  introduced  in  1996,  is  SOFTWARE  AG's  flagship  relational  database  management  system  that  requires 
minimal  DBA  involvement  and  no  database  reorganization.  It  provides  portability  across  OS/2,  Windows  NT,  and 
UNIX  and  is  NIST-certified  on  all  three  environments. 

Application  Development 

SOFTWARE  AG's  application  engineering  solutions  are  built  upon  the  company's  NATURAL®  application  development 
language  and  support  a client/server  development  environment  across  most  platforms,  from  mainframes  to  workstations. 

The  application  development  product  line  provides  support  for  rapid  application  development  (RAD),  full  life  cycle  computer- 
aided  software  engineering  (CASE),  and  SQL  access  to  multiple  third-party  RDBMS  environments. 


• NATURAL  is  a fourth-generation  language  (4GL)  application  environment  that  supports  both  procedural  and  event- 
driven  programming  techniques.  It  features  differentiation  between  the  declaration  and  processing  parts  of  a program, 
non-procedural  instructions,  transparent  program  development,  and  integration  of  PC  and  mainframe  via  data  exchange 
directly  from  the  application  program. 

• CONSTRUCT  is  a model-based  code  generator  that  generates  80%  to  90%  of  the  application's  code  while  standardizing 
and  controlling  the  application  development  process.  CONSTRUCT  enables  the  generation  of  environment-independent 
NATURAL  applications  that  use  PREDICT  for  the  data  dictionary. 

• NATURAL  LightStorm,  introduced  in  1 996,  is  an  integrated,  repository-based  development  environment  that  supports 
the  complete  application  development  environment.  It  enables  the  user  to  build  event-driven  applications,  managing  the 
creation  of  both  client  and  server  components  of  applications. 

• NATURAL  SECURITY  provides  centralized  control  for  access  to  the  NATURAL  environment,  including  conditions 
and  times  of  use  for  whole  libraries,  individual  programs  or  functions,  and  data  access. 

• PREDICT  is  an  integrated  data  dictionary  and  operational  repository  that  documents  and  supports  technical  design, 
implementation,  and  maintenance  of  databases  and  applications. 

Distributed  Computing 

The  ENTIRE®  family,  providing  middleware  infrastructure  for  distributed  computing,  simplifies  integration  and  interoperability 
in  an  environment  of  disparate  platforms,  protocols,  programming  languages,  and  databases. 


• ENTIRE  BROKER  provides  a set  of  platform-  and  transport-independent  communication  services  enabling  a variety  of 
distributed  application  designs  based  on  messaging  concepts.  It  manages  messages,  queues,  and  other  communication- 
related  resources  for  client/server  and  peer-to-peer  communications  between  distributed  processes. 

• ENTIRE  BROKER  SDK  is  a set  of  software  development  tools  consisting  of  the  following: 

o RPC  Stub  Generation  allows  the  coding  of  remote  procedure  calls  between  two  application  programs  on 
separate  networked  computers. 

o ActiveX  Control  allows  developers  using  OLE/COM-enabled  application  development  software  and  Web- 
enabled  tools  to  interface  with  back-end  applications,  databases,  or  services  via  the  ENTIRE  BROKER 
messaging  technology. 

• ENTIRE  BROKER  APPC  provides  the  Advanced  Communications  Interface  (ACI)  for  client  and/or  server  application 
development. 

• ENTIRE  ACCESS  enables  applications  to  work  transparently  with  multiple  relational  database  management  systems, 
including  Oracle,  Sybase,  CA-Ingres,  Informix,  DB2/x,  Microsoft  SQL  Server,  ADABAS  SQL  Server,  and  ODBC- 
compliant  databases  in  both  client/server  and  single-platform  environments. 

• ENTIRE  NET-WORK  is  a message-based  communications  middleware  transport  service  for  remote  communications 
that  insulates  applications  and  services  from  dependencies  on  underlying  hardware,  software,  and  communications 
protocols. 
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• ENTIRE  CONNECTION  is  a PC-to-mainframe  communication  manager. 

• ENTIRE  RUNTIME  is  a set  of  application  program  interfaces  (APIs)  providing  a range  of  access  to  the  APIs  of  various 
databases  and  application  servers.  This  middleware  provides  interfaces  for  OLTP  and  decision  support  applications,  end- 
user  query  tools,  cooperative  processing  applications,  application  development  tools,  and  other  software. 

iXpress  is  SOFTWARE  AG's  Intemet/intranet  enablement  technology  that  integrates  directly  with  Microsoft's  ISAPI  and 
Netscape's  NSAPI.  iXpress  is  designed  to  support  high-volume,  high-end  business  applications  within  conventional  Web  server 
architectures. 

• iXpress  provides  direct  support  for  Microsoft's  Internet  Information  Server  (IIS),  as  well  as  non-Microsoft  enterprise 
platforms.  iXpress  provides  a direct  link  between  IIS  and  enterprise  systems  using  Microsoft's  ActiveX  or  ODBC. 

• iXpress  provides  links  between  Web  pages  and  corporate  data  sources  (legacy  and  relational  databases  and  new  or 
existing  applications),  providing  the  ability  to  automatically  build  Web  pages  that  respond  in  real  time  to  requests  from  a 
Web  browser. 

• iXpress  components  include: 

o PageManager-A  Windows  32-bit  application  for  the  creation,  management,  and  control  of  Web  pages 
o PageServer— The  deployment  environment  that  manages  load  balancing,  and  ensures  high-performance 
throughput  and  system  reliability 

Data  Warehousing 

Intelligon,  SOFTWARE  AG's  multi-faceted  approach  to  data  warehousing,  contains  six  critical  components  needed  to 
successfully  implement  a data  warehouse:  data  acquisition,  data  warehouse  administration,  services  and  support,  education, 
business  analysis  tools,  and  database  management. 


«>  SourcePoint,  an  administration  tool  for  automating  information  migration  to  the  relational-based  Web  and  data 
warehouse  servers,  is  the  core  element  of  SOFTWARE  AG's  Intelligon  warehouse  management  solution. 

o SourcePoint  is  a middleware-based  product  that  automates  the  management  and  population  of  datE  warehouses, 
data  marts,  and  relational-based  Web  servers  from  traditional  operational  systems.  It  provides  parallel  data 
acquisition,  reduced  data  warehouse  management,  a GUI,  meta  data  interchange,  flexible  communications 
support,  and  open  extract  server  support, 
o SourcePoint  consists  of  three  components: 

■ Administrator— A Microsoft  Windows-based  control  mechanism  for  setting  up  and  scheduling  data 
extraction,  transport,  and  loading  into  the  target  data  warehouse  or  Web  server 

■ Agent— A UNIX-  or  Windows  NT-based  component  that  coordinates  the  source  data  extra  :t,  transport, 
and  load  processes 

■ Extract  Services— Include  a published  interface  for  customer  extraction  programs,  including  NATURAL 
and  third-party  extraction  and  transformation  products,  such  as  PASSPORT. 


•>  PASSPORT,  developed  by  Carleton  Corporation,  is  part  of  the  total  open  data  warehouse  solution.  It  is  a comprehensive 
data  extraction  and  transformation  tool  that  automates  the  process  of  extracting,  formatting,  and  loading  d;  ta  from 
source  production  database  management  systems  to  target  relational  database  management  systems. 

o The  Meta  Data  Dictionary  is  the  central  repository  of  all  technical,  editing,  and  validation  information  related  to 
files  and  file  data.  PASSPORT  uses  the  contained  information  to  generate  extract  programs, 
o PASSPORT  provides  a workstation-based  GUI  development  environment  in  which  users  specify  s ource-to- 
target  data  mapping,  data  selection,  transformation  rules,  and  processing  criteria, 
o PASSPORT  allows  for  the  automatic  generation  of  extract  programs  that  pull  data  from  traditional  operational 
databases  and  manipulate,  prepare,  and  transform  it  for  use  in  the  data  warehouse. 


SOFTWARE  AG  Americas  also  offers  special  services  and  programs  to  address  specific  needs,  such  as  Year  2000  compliance. 

Year  2000  Compliance 

SOFTWARE  AG  offers  Year  2000  compliance  programs  to  both  federal  and  commercial  clients. 


» SOFTWARE  AG's  federal  division,  in  an  alliance  formed  in  June  1996  with  Computer  Horizons  Corp.,  offers  a program 
to  the  federal  government  to  assist  in  solving  Year  2000  computing  issues. 

o The  CHC  Signature  2000™  service  employs  SOFTWARE  AG's  methodology  and  a proprietary  software  toolkit 
to  assist  agencies  in  analyzing,  planning,  and  implementing  a comprehensive  Year  2000  strategy, 
o The  service  addresses  applications  in  various  languages  and  environments,  including  NATURAL  and  COBOL. 
c»  INSIGHT  Consulting,  a management  and  technology  consulting  subsidiary  of  SOFTWARE  AG  Americas,  provides 
INSIGHT  2000,  the  Year  2000  compliance  program  for  commercial  clients. 

The  INSIGHT  2000  program  uses  a three-phased  methodology: 
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o Inventory  and  impact  assessment— INSIGHT  collects  and  processes  program  and  database  information  to 
develop  a mapping  of  all  dates  and  date  functions  in  order  to  determine  the  extent  of  the  problem.  Alternative 
strategies  for  resolving  the  problem  are  identified. 

o Analysis— During  the  analysis  phase,  a detailed  strategy  and  implementation  plan  is  developed  that  encompasses 
business  analysis,  a technical  evaluation,  and  tool  recommendations, 
o Implementation— INSIGHT  consultants  work  with  the  organization  to  implement  the  plan  developed  during  the 
analysis  phase. 

Services  and  Support 

SOFTWARE  AG  Americas  offers  a range  of  value-added  professional  services,  education,  and  product  support  for  its  clients  as 
follows: 


• Professional  services— Including  customization  and  performance  analysis  of  existing  applications,  as  well  as  needs 
analysis,  requirements  definition,  systems  design,  creation,  coding,  and  documentation  of  new  applications 

• Education  services— Offering  customized  training  on  all  core  SOFTWARE  AG  products.  Training  classes  are  offered  on 
site  and  on  an  individualized,  classroom,  computer,  or  self-study  basis. 

• Customer  support— Offered  through  the  Customer  Service  Support  Center  (CSSC),  which  provides  a range  of  services 
from  telephone  and  on-line  support  to  on-site  assistance.  The  CSSC  provides  general  product  assistance  and  answers 
informational  inquiries  about  recovery  procedures  and  problem  determination  and  resolution. 

• The  Rightsizing  Center-A  computer  facility  dedicated  to  testing  the  feasibility  of  porting  applications  and  data  to  new 
hardware  platforms  and  operating  environments.  The  center  is  used  for  application  and  data  migration,  conversion 
planning,  acceptance  testing,  and  implementation  assistance. 

Clients 


A sampling  of  SOFTWARE  AG  Americas'  clients  includes  US  Air,  NASA,  American  Express,  Citibank,  S.C.  Johnson  Wax, 
Quaker  Oats,  the  State  of  California,  Weyerhauser,  Tandy,  Sprint,  and  Brown  University. 

Marketing  and  Sales 


SOFTWARE  AG  Americas  markets  the  company's  products  through  direct  sales,  telesales,  indirect  channels,  third-party 
alliances  (such  as  those  with  Andersen  Consulting  and  KPMG  Peat  Marwick),  and  industry  partners  (such  as  Digital  Equipment 
and  SAP). 

Alliances 


SOFTWARE  AG  Americas  has  established  partnerships  and  alliances  with  many  companies,  including  Microsoft  Corporation, 
SAP,  Hewlett-Packard,  IBM,  Digital  Equipment  Corporation,  NCR,  MicroStrategy,  Andersen  Consulting,  KPMG,  Carleton, 
Price  Waterhouse,  and  Sun  Microsystems,  Inc. 


Recent  alliances  and  agreements  include  the  following: 


• In  November  1996,  SOFTWARE  AG  Americas  and  Sybase,  Inc.  announced  plans  to  jointly  provide  DCOM-based 
solutions. 

• In  November  1996,  SOFTWARE  AG  Americas  and  Mainsoft  announced  an  alliance  whereby  the  companies  will 
collaborate  in  delivering  a unified  DCOM  infrastructure. 

• In  October  1996,  in  conjunction  with  the  divestiture  of  its  ESPERANT  Division,  SOFTWARE  AG  signed  a distribution 
agreement  with  Speedware  Corporation,  Inc.  of  Toronto  (Ontario). 

o Under  the  terms  of  the  agreement,  SOFTWARE  AG  will  continue  to  sell  and  support  ESPERANT  within  its 
existing  customer  base. 

o The  company  also  has  a nonexclusive  agreement  to  sell  the  product  to  new  customers. 

o The  two  companies  have  also  agreed  to  jointly  deliver  ESPERANT's  next  version,  release  4.0,  in  December 
1996. 

• In  June  1996,  SOFTWARE  AG's  Federal  Systems  group  and  Computer  Horizons  Corporation  formed  a strategic 
partnership  to  assist  the  federal  government  in  solving  its  Year  2000  computing  issues.  The  joint  offering  uses  Computer 
Horizons'  Signature  2000  solution  and  is  available  for  purchase  through  SOFTWARE  AG's  GSA  schedule. 

Competition 
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SOFTWARE  AG's  major  competitors  include  Oracle,  Sybase,  Informix,  IBM,  and  Platinum  Technology,  Inc. 

Assessment 


SOFTWARE  AG  Americas  feels  that  its  strengths  include: 


• The  company's  25+  years  in  providing  enterprise- wide,  mission-critical  solutions 

• Strong  technical  support  worldwide 

• Strong  professional  services  offerings 

Challenges  facing  the  company  in  the  coming  year  include: 


• Increasing  market  share  of  successful  new  products 

• Migrating  to  a "solutions  provider"  approach  in  1997 

• Helping  clients  solve  Year  2000  issues 


Parent  Company 

SOFTWARE  AG 
Uhlandstrasse  12 
D-64297  Darmstadt 
Darmstadt,  Germany 
Tel:  49-6151-920 
Revenue:  $552,000,000 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED:  UlaoWni  lor+orc 

08/01/1996  Headquarters 

155  Constitution  Drive 
Menlo  Park,  CA  94025 
U.S. 

Phone:  Fax: 

(415)462-7600  (415)617-5920 

Company  Web  Site: 

http://www.w3spider.com 

Company  Description 


Summary  Info 

Chairman:  Ofer  Ben-Shachar 

President/CEO:  Zack  Rinat 

Status:  Private 

Employees:  40(08/1996) 

Revenue:  N/A 


Spider  Technologies  is  a provider  of  products  and  services  to  corporations,  ISVs,  and  systems  integrators  that  enable  rapid 
development  and  deployment  of  Internet  and  intranet  business  applications. 

The  company  develops  and  markets  open  software  solutions  that  integrate  with  databases  and  other  sources  of  corporate 
information  to  create  interactive  database  applications  on  the  Web. 

Spider  Technologies  was  founded  in  1995  to  meet  the  growing  needs  of  companies,  developers,  and  systems  integiators 
incorporating  the  Web  into  their  current  computing  environments. 

Organization  and  Structure 


Spide  r Technologies  is  headquartered  in  Menlo  Park  (CA). 


Key  ( xecutives  of  the  company  are  listed  on  the  following  page. 

Spider  Technologies  Key  Executives 


Name 

Title 

Ofer  Ben-Shachar 

Chairman  & CTO 

jZack  Rinat 

President  & CEO 

Don  >n  Sherman 

Chief  Scientist 

Nancy  F.  Colwell 

VP  Marketing 

Russ  Harris 

VP  Operations 

Narnia  Kishore 

VP  Engineering 

[Pam  Reilly 

VP  Sales 

Employees 

In  November  1995,  the  company  had  approximately  12  employees. 


Spider  Technologies  currently  has  40  employees. 

Key  Products  and  Services 


Spider  Technologies'  principal  product  is  NetDynamics,  a Web/database  application  builder  that  integrates  visual  development,  a 
Java  application  server,  and  WAN  scaleable  database  access,  creating  an  architecture  for  the  development  of  commercial-grade 
business  applications  on  the  Internet  or  corporate  intranets. 
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NetDynamics  provides  a GUI  development  environment  integrated  with  the  Java  scripting  language  that  generates  server-side 
Java  code  for  database  applications  that  run  on  the  NetDynamics  application  server. 


The  product  is  comprised  of  three  elements: 

• A set  of  development  tools  for  constructing  a framework 

• A code  generator  for  creating  Java  classes 

• An  application  server 

NetDynamics  supports  Windows  95,  NT,  and  UNIX  platforms,  and  applications  can  be  deployed  on  either  an  NT  or  UNIX 
NetDynamics  application  server. 

NetDynamics  is  compatible  with  any  Web  server,  Web  browser,  HTML  editors,  and  Web  GUIs  such  as  HTML,  Java,  PDF,  or 
VRML. 

NetDynamics  also  provides  native  connections  to  major  databases,  including  Informix,  Microsoft  SQL  Server,  Oracle,  Sybase, 
and  any  ODBC  compliant  database. 

Spider  Technologies  also  announced  in  May  1996  that  NetDynamics  supports  JDBC  for  database  connectivity,  which  will  allow 
developers  of  Web  applications  using  the  product  to  develop  Java-powered  Web  applications  that  can  utilize  either  JDBC  or 
existing  client/server  database  connectivity  solutions. 


NetDynamics  is  available  for  $1 ,295  per  developer. 

In  conjunction  with  NetDynamics,  Spider  Technologies  provides  support,  training,  and  consulting  services. 

Clients 


Company  clients  have  developed  a variety  of  applications  using  Spider  Technologies  products,  including  technical  support 
systems,  customer  registration,  product  catalogs,  on-line  publishing,  and  financial  investment  and  medical  records  tracking. 


A sampling  of  clients  includes  Merrill  Lynch,  Intel,  Picker  International,  and  the  following: 

• Investors  Group  (Winnipeg,  Canada)  is  using  Spider  Technologies  products  to  develop  an  application  that  will  allow  its 
national  sales  force  to  go  to  the  company  intranet  for  up-to-the-minute  mutual  fund  prices,  a corporate  directory,  fund 
performance  reviews,  tax  libraries,  bulletins,  and  other  corporate  information. 

• The  Collective,  a Michigan-based  Web  presence  provider,  used  Spider  Technologies'  product  to  develop  a pilot  for  the 
Metro  Daily  entertainment  and  news  weekly. 

• Metropolitan  Indianapolis  Board  of  Realtors  used  Spider  Technologies  products  to  develop  a Web-based  multiple  listing 
service  for  the  entire  central  Indiana  region. 

Marketing  and  Sales 


Spider  Technologies  has  co-marketing  agreements  with  Gradient  Technologies,  Informix,  PeopleSoft,  and  Dataware. 

Company  products  are  sold  directly  by  Spider's  sales  force,  and  indirectly  by  a network  of  resellers  in  the  U.S.,  Europe,  South 
America,  Australia,  and  Asia. 

Alliances 


Spider  Technologies  has  relationships  with  database  providers,  including  Informix,  Oracle,  and  Sybase;  hardware  vendors  such 
as  DEC,  Hewlett-Packard,  Silicon  Graphics,  and  Sun  Microsystems;  and  Internet  companies  including  Dataware  Technologies 
and  Netscape  Communications. 


Specific  relationships  involving  Spider  Technologies  include  the  following: 


• Gradient  Technologies  and  Spider  Technologies  have  a joint  development  and  marketing  agreement  under  which  the 
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two  companies  will  integrate  the  security  and  distribute  the  computing  services  of  Gradient's  WebCrusader  intranet  suite 
and  Spider's  NetDynamics. 

• Informix  Software  selected  Spider  Technologies  as  an  Informix  Workgroup  Premier  Partner;  additionally,  the  two 
companies  have  an  agreement  for  Spider  Technologies  to  provide  an  integrated  developer  bundle  that  includes  an 
OnLine  Workstation  license  with  NetDynamics. 

• PeopleSoft  is  working  with  Spider  Technologies  to  provide  PeopleSoft  customers  the  ability  to  extend  PeopleSoft 
applications  for  deployment  on  the  Web. 

• Dataware  is  working  with  Spider  to  provide  customers  with  full  text  search  and  retrieval  capabilities  with  in  the 
NetDynamics  environment. 

Additionally,  Spider  Technologies  recently  announced  its  BusinessLink  Partner  Program,  a program  designed  to  meet  the  needs 
of  consultants,  application  developers,  and  systems  integrators  in  delivering  Internet  and  intranet  solutions  for  business. 


Featuring  NetDynamics,  the  program  offers  several  resale,  support,  and  training  options. 


• The  BusinessLink  Evangelist  program  is  intended  for  companies  in  the  services  business  or  not  focused  on  reselling 
products. 

• The  BusinessLink  Developer  program  provides  free  internal  use  software  for  early  application  delivery;  training, 
support,  and  the  right  to  resell  Spider  products  are  also  part  of  this  program. 

• The  BusinessLink  Commercial  program  is  for  providers  specializing  in  value-added  services  in  hardware,  networking, 
application  software,  project  management,  training,  and  software  integration  to  end  users  for  custom  projects. 

« The  BusinessLink  Training  program  provides  partners  with  marketing  support  from  Spider. 


Current  members  of  the  BusinessLink  Partners  Program  include  Business  Solutions,  Inc.,  Lante  Corp.,  and  NexGen  SI. 

Competition 


Spider  Technologies  faces  competition  from  competing  products  offered  by  NeXT  Software  and  Oracle,  and  faces  future 
competition  from  traditional  tool  and  database  companies  like  Sybase,  Inc. 

INPUT  Assessment 


Spider  Technologies'  strengths  include: 


<»  The  Java-based  foundation  of  NetDynamics 

» Strong  relationships  with  high-profile  database  and  Internet  companies 
o The  industry  knowledge  and  experience  of  company  management 
« Leadership  position  in  a high-growth  market 

Future  challenges  include: 

o Development  and  introduction  of  a more  extensive  product  line 
« Continued  innovation  and  refinement  of  NetDynamics 
» Increasing  competition  from  established  and  new  companies 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

11/01/1997 


Headquarters 


2330  Shawnee  Mission  Parkway 

Westwood,  KS  66205 

U.S. 

Phone:  Fax: 

(913)624-3000  (913)624-2256 

Company  Web  Site: 

http://www.sprint.com 


Key  Points 


Summary  Info 


Chairman/CEO: 

President: 

Status: 

Employees: 

Revenue: 


William  T.  Esrey 
Ronald  T.  LeMay 
Public 

51,000(12/1996) 
$ 14,873.9  mil 


Year  End 


Dec-1997 


• As  one  of  the  nation’s  three  major  long-distance  companies,  Sprint  designed  and  built  the  first  and  only 
nationwide,  100%  digital  fiber-optic  network  for  voice,  data,  and  video  transmissions. 

• In  October  1997,  Sprint  completed  the  acquisition  of  Paranet  Inc.,  a leading  provider  of  integration, 
management,  and  support  services  for  distributed  computing  technology. 

• During  the  fourth  quarter  of  1996,  Sprint  established  its  emerging  business  reporting  segment  which 
includes  CLEC  services,  consumer  Internet  access  services,  personal  communication  services  (PCS) 
directly  controlled  by  Sprint,  and  international  development  efforts  outside  the  scope  of  Global  One. 

• In  December  1996,  Sprint  launched  its  consumer  Internet  access  service,  Sprint  Internet  Passportsm  for 
the  general  public. 

» In  March  1996,  Sprint  spun  off  its  cellular  communications  services  division  to  holders  of  Sp  dnt’s 
common  stock. 

«<  In  January  1996,  Sprint  announced  the  launch  of  Global  One,  its  venture  with  Deutsche  Telekom  and 
France  Telecom  that 

>*  will  provide  seamless  global  telecom-munications  services  to  business,  consumer,  and  carrier  markets 
worldwide. 

u In  October  1995,  Sprint  became  a 40%  partner  in  Sprint  PCS,  a partnership  with  Tele-Communications 
Inc.,  Comcast  Corporation,  and  Cox  Communications,  Inc.  to  provide  wireless  personal  comn  mnications 
services  (PCS)  on  a broad  geographic  basis  across  the  U.S.,  Puerto  Rico,  and  the  Virgin  Islands. 

Company  Description 


Sprint  provides  global  long-distance  voice,  data,  and  video  products  and  services;  local  telephone  services  to 
nearly  7.4  million  customer  fines  in  19  states;  telecommunications  equipment;  and  directory  publishing 
services.  Information  services  provided  by  Sprint  include  network  services,  network  integration,  and  software 
products. 

Structure  and  Operations 


Sprint’s  current  organization  is  shown  in  Exhibit  1 and  includes  the  following  units: 

« The  Long  Distance  Division,  with  nearly  $8.3  billion  in  annual  revenue,  provides  domestic  and 

international  voice,  data,  and  video  communications  services.  The  division  serves  nearly  eight  million 
customers  with  the  only  nationwide  100%  digital,  fiber-optic  network  in  the  U.S.  It  also  provides  voice 
services  to  100%  of  the  world’s  direct-dial  countries.  Sprint  also  owns  and  operates  the  world’s  largest 
X.25  global  data  network  with  switching  centers  in  more  than  300  major  cities  in  Europe,  Asia,  and 
Latin  America. 

o Sprint  Business,  based  in  Kansas  City,  MO,  provides  outbound  and  800  services,  data  services, 
calling  card  services,  and  invoicing  and  reporting  solutions  to  business,  state  and  local 
governments,  universities,  and  pay  phone  markets, 
o The  Consumer  Services  Group,  based  in  Kansas  City,  MO,  services  residential  customers, 
o The  Wholesale  Services  Group,  based  in  Kansas  City,  MO,  markets  to  wholesalers  and  resellers 
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of  long-distance  services. 

o Long  Distance  International,  based  in  Kansas  City,  MO,  is  responsible  for  managing  Sprint’s 
long  distance  bilateral  international  operations. 

o Technology  Services,  located  in  Overland  Park,  KS,  is  responsible  for  the  company  network  and 
IS  operations. 

o Sprint  Paranet,  based  in  Houston,  TX,  provides  a comprehensive  menu  of  network  and  systems 
management  services  that  will  allow  more  companies  to  outsource  all  or  part  of  the  design, 
implementation,  and  management  of  their  distributed  computing  infrastructure — desktop  to 
desktop. 

• The  Local  Telecommunications  Division,  with  annual  revenues  of  $5.17  billion,  provides  local  exchange 
services. 

o These  local  telephone  companies  serve  nearly  7.4  million  access  lines  in  19  states,  providing  a 
range  of  telecommunications  voice,  video,  and  data  products  and  services. 

o In  addition  to  furnishing  local  exchange  services,  Sprint’s  local  communications  services 
companies  provide  intra-LATA  long-distance  service  as  well  as  access  through  Sprint’s  local 
exchange  facilities  for  long  distance  carriers. 


Exhibit  1 

Sprint  Corporation  Organization  Chart 


Source:  Sprint  Corporation 
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• The  Product  Distribution  and  Directory  Publishing  Division,  with  annual  revenues  of  $1.23  billion,  has 
two  units  that  report  to  the  Local  Telecommunications  Division. 

o Sprint/North  Supply  Company,  based  in  Industrial  Airport,  KS,  is  a nationwide  wholesale 

distributor  of  telecommunications,  security/alarm,  and  electrical  products  from  more  than  1,200 
manufacturers  to  approximately  9,500  customers.  North  Supply  also  provides  warehousing  and 
physical  distribution  services  to  several  regional  Bell  holding  companies, 
o Sprint  Publishing  & Advertising,  based  in  Overland  Park,  KS,  publishes  and  markets  329  white- 
and  yellow-page  telephone  directories  across  20  states,  with  annual  circulation  of  more  than  17 
million. 

• Sprint  International,  based  in  Westwood,  KS,  provides  voice,  data,  and  videoconferencing,  along  with 
networking,  support,  and  management  services  to  international  and  multinational  customers  outside 
the  scope  of  Sprint’s  Global  One  venture. 

• National  Integrated  Services  (NIS),  based  in  Overland  Park,  KS,  was  created  in  1996  to  take  advantage 
of  the  opening  of  local  telecommunications  markets  to  competition.  NIS  is  working  to  establish  the 
necessary  operating  systems,  support,  and  marketing  plans  toward  Sprint’s  goal  of  becoming  a national 
local  telecommunications  company.  Sprint  has  filed  for  regulatory  approval  to  provide  local  service  in  48 
states  and  the  District  of  Columbia. 

Sprint  also  has  a number  of  equity  investments,  alliances,  and  joint  ventures  which  are  described  in  the 

Alliances  section  of  this  profile. 

Employees 


As  of  September  30,  1997,  Sprint  had  approximately  50,400  employees,  segmented  as  follows: 


Long  Distance  Division 

21,500 

Local  Telecommunications  Division 

26,600 

Product  Distribution  and  Directory 

1,900 

Publishing 

Emerging  Businesses 

400 

50,400 

Company  Strategy 

Sprint’s  vision  is  to  deliver  the  industry’s  best  package  of  integrated  communications  services — voice,  video, 
data  and  wireless. 

Sprint’s  integrated  service  strategy  also  includes  global  reach  and  wireless  technology. 

With  the  new  competitive  environment,  Sprint’s  focus  is  on  growing  share  across  major  market  segments.  The 
company  feels  that  its  significant  experience  in  local,  long  distance,  wireless,  and  global  markets  provides 
Sprint  with  a competitive  advantage  for  the  full-service  marketplace. 

In  order  to  participate  in  the  new  competitive  market,  Sprint  has  developed  three  fundamental  strategies: 

« Expanding  scale — Sprint  intends  to  expand  existing  core  customer  bases  and  enter  new  markets: 
nationwide,  competitive  local  market;  nationwide  wireless  personal  communication  services;  and 
selected  international  markets. 

o Sprint  will  pursue  new  distribution  channels  and  techniques. 

o The  company  expects  to  benefit  from  volume  growth  in  long  distance  and  local  divisions  as  other 
carriers  market  new  services  by  reselling  Sprint’s  underlying  network  services, 
o Sprint  will  leverage  its  position  in  data  communications  to  deliver  Internet  services  to  homes  and 
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businesses. 

o Sprint  intends  to  expand  the  scale  of  its  local  service  operations  by  entering  newly  competitive 
markets. 

o Sprint  is  executing  its  national  wireless  strategy  through  its  position  in  the  Sprint  PCS  strategic 
alliance  and  the  directly  acquired  D and  E PCS  licenses.  These  licenses  provide  Sprint  with 
geographical  coverage  of  the  entire  U.S.,  Puerto  Rico,  and  the  U.S.  Virgin  Islands, 
o Sprint  is  pursuing  international  expansion  to  support  multinational  businesses  and  other  users. 
Support  will  be  provided  primarily  through  the  Global  One  alliance  with  Deutsche  Telekom  and 
France  Telecom. 

• Integrating  services — Through  the  integration  of  its  services,  Sprint  intends  to  provide  its  customers 
with  increased  benefits  by  cross-selling  all  Sprint-branded  products  and  services,  as  well  as  providing 
consolidated  billing  and  unified  customer  services. 

• Expanding  scope — Sprint  intends  to  expand  to  related  markets,  either  through  acquisitions  or  through 
partnerships  with  companies  that  specialize  in  vertical  markets  (e.g.  education)  or  communication- 
intensive applications  (e.g.  electronic  commerce). 

o Sprint  may  extend  its  reach  into  network  management  and  network  outsourcing  services  for  the 
business  segment. 

o For  the  consumer  segment,  the  company’s  services  could  extend  to  included  new  on-line 
capabilities  such  as  home  banking  and  remote  health  monitoring. 

Acquisitions  and  Divestitures 

Acquisitions 

In  October  1997,  Sprint  completed  the  acquisition  of  Houston,  TX-based  Paranet  Inc.,  a leading  provider  of 
integration,  management,  and  support  services  for  distributed  computing  technology.  The  acquisition  extends 
Sprint’s  position  as  the  world’s  leading  data  carrier  by  augmenting  the  company’s  superior  data  products  and 
services  with  Paranet’s  unique  expertise  in  local  area  networks  (LANs)  and  distributed  network  systems. 

Divestitures 

In  May  1996,  Sprint  sold  its  international  voice  service  and  sales  operations  in  France  and  Germany  to  RSL 
Communications.  Because  of  the  formation  of  Global  One,  the  venture  with  Deutsche  Telekom  and  France 
Telecom,  Sprint  will  no  longer  maintain  separate  international  voice  operations  in  France  and  Germany. 

In  March  1996,  Sprint  completed  the  tax-free  spin-off  of  its  cellular  and  wireless  communications  services 
division  (Cellular)  to  the  holders  of  Sprint  common  stock.  The  spin-off  was  approved  due  in  part  to  divestiture 
requirements  imposed  by  the  FCC  with  respect  to  PCS  licenses  awarded  to  Sprint  PCS. 

• The  spin-off  was  effected  by  distributing  to  all  holders  of  Sprint  common  stock  at  a rate  of  one  share  of 
Cellular  common  stock  for  every  three  shares  of  Sprint  common  stock. 

• In  connection  with  the  spin-off,  Cellular  repaid  $1.4  billion  of  intercompany  debt  it  owed  to  Sprint,  and 
Sprint  contributed  to  the  equity  capital  of  Cellular  approximately  $185  million  of  debt  owed  by  Cellular 
in  excess  of  the  amount  paid. 

• Cellular  now  markets  its  wireless  services  under  the  360°  Communications  Company  brand  name  and  is 
no  longer  included  under  the  umbrella  of  the  Sprint  brand  name. 

• Cellular  generated  revenue  of  approximately  $834.4  million  in  1995,  $626.5  million  in  1994,  and  $410.5 
million  in  1993.  Its  operations  are  now  reported  as  discontinued  operations  in  Sprint’s  financial  results. 

Financials 

Sprint’s  total  1996  revenue  reached  $13.93  billion,  a 9%  increase  over  1995  revenue  of  $12.77  billion. 

Exhibit  2 displays  a five-year  financial  summary  in  which  the  financials  have  been  restated  to  reflect  Sprint’s 
spin-off  of  its  cellular  services  division,  which  is  now  accounted  for  as  a discontinued  operation. 

Exhibit  2 
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Sprint  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue 

$13,927.3 

$12,765.1 

$11,986.6 

$10,914.7 

$1  O’,  105.7 

• Percent  change  from 
previous  year 

9% 

6% 

10% 

8% 

4% 

Operating  income 

$2,267.2 

$1,834.3 

$1,690.7 

$1,214.1 

$1,199.8 

• Percent  change  from 
previous  year 

(a) 

24% 

(a) 

8% 

39% 

(a) 

1% 

1% 

Income  from  continuing  operations 

$1,190.9 

$946.1 

$899.2 

$517.1 

$550.6 

• Percent  change  from 
previous  year 

26% 

5% 

74% 

6% 

4% 

Net  income 

$1,183.8 

$395.3 

$890.7 

$54.9 

$502.8 

! • Percent  change  from 
previous  year 

199% 

(b) 

(56%) 

★ 

(c) 

(89%) 

(3%) 

Net  earnings  per  share 

$2.78 

$1.12 

$2.55 

$0.15 

$1.48 

• Percent  change  from 
pre\  ious  year 

148% 

(b) 

(56%) 

* 

(c) 

(90%) 

(5%) 

Source:  Spnnt  Corporation 


* Percent  change  exceeds  1,000%. 

(a)  I r eludes  non-recurring  litigation  costs  of  $60  million  in  1996,  restructuring  costs  of  approximately  $8t  million  in 
1995  and  merger  and  integration  costs  of  $293  million  in  1993. 

(b)  Includes  a $565  million  ($1.61  per  share)  extraordinary  charge,  net  of  income  tax  benefits  of  $437  million  related 
to  discontinuing  the  application  of  SFAS  No.  71  accounting  principles  for  a competitive  marketplace. 

(c)  In  eludes  a cumulative  charge  of  $383  million  ($1.12  per  share)  for  changes  in  the  method  of  account  ng  for 
postretirement  and  postemployment  benefits. 

Revenue  Analysis  by  Product  Line 


Approximately  60%  of  Sprint’s  1996  revenue  was  derived  from  long-distance  communica-tions  services,  37% 
from  local  communications  services,  and  the  remainder  from  product  distribution  and  directory  publishing. 


A three-year  summary  of  source  of  revenue  is  shown  in  Exhibit  3. 
Exhibit  3 


Sprint  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 
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Fiscal  Year 

Division 

1996 

1995 

1994 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent 

Total 

Total 

of  Total 

$ 

$ 

$ 

Long  distance  communications 

$8,302.1 

60% 

$7,277.4 

57% 

$6,805.1 

57% 

services 

Local  communications  services 

$2,083.7 

15% 

$1,875.7 

15% 

$1,752.3 

15% 

- Local  Service 

1,870.8 

13% 

1,705.8 

13% 

1,598.4 

13% 

- Network  access 

421.5 

3% 

485.4 

4% 

529.3 

4% 

- Toll  service 

790.1 

6% 

652.5 

5% 

532.8 

5% 

- Other  (a) 

$5,166.1 

37% 

$4,719.4 

37% 

$4,412.8 

37% 

Product  Distribution  and 

$1,225.9 

9% 

$1,148.0 

9% 

$1,108.7 

9% 

Directory  Publishing 

$0.5 

<1% 

Emerging  Businesses 
(Eliminations) 

$(767.3) 

(6%) 

$(379.7) 

(3%) 

$(340.0) 

(3%) 

Total 

$13,927.3 

100% 

$12,765.1 

100% 

$11,986.6 

100% 

Source:  Sprint  Corporation 


(a)  Includes  revenue  from  billing  and  collection  sen/ices  and  sales  of  telecommunications  equipment. 

Sprint’s  two  primary  divisions — long  distance  and  local  telecommunications — generated  record  levels  of  net 
operating  revenues  and  improved  operating  results  in  1996. 

• Long-distance  net  operating  revenues  increased  14%  in  1996,  following  a 7%  increase  in  1995.  Traffic 
volume  growth  was  21%  and  10%  for  1996  and  1995,  respectively. 

o Revenue  growth  was  driven  primarily  by  strong  performance  in  the  data  services  market,  which 
includes  sales  to  consumer  on-line  services  and  data  Internet  connectivity,  transaction  processing 
such  as  credit  card  authorizations  and  check  guarantees,  data  communication  for  multinational 
corporations,  and  data-intensive  applications  such  as  image  transfer  and  client/server  exchange, 
o Also  contributing  to  this  growth  was  the  business  market,  which  continued  to  experience  growth 
in  "800"  services  and  private  line  services,  the  international  market  (which  reflects  the  division’s 
continuing  efforts  to  target  new  geographic  markets),  and  the  residential  market  (which  reflects 
the  success  of  the  Sprint  SenseSM  calling  plan). 

• Local  telecommunications  services  revenue  increased  9%  and  7%  in  1996  and  1995,  respectively, 
reflecting  continued  increases  in  the  number  of  access  lines  served  and  growth  in  add-on  services,  such 
as  custom  calling  features.  Network  access  revenue,  derived  from  interexchange  long-distance  carriers’ 
use  of  the  local  network  to  complete  calls,  increased  as  a result  of  increased  traffic  volumes,  partially 
offset  by  periodic  reductions  in  network  access  rates  charged. 

• Telecommunication  product  and  directory  services  revenue  rose  7%  during  1996  and  4%  during  1995. 

Interim  Results 

Revenue  for  the  nine  months  ending  September  30,  1997  reached  $11.06  billion,  a 7%  increase  over  $10.33 
billion  for  the  same  period  in  1996.  Operating  income  was  $1.84  billion,  up  5%  from  $1.75  billion  for  the  same 
period  a year  ago. 

Industry  Markets 


Sprint’s  customers  include  commercial  and  government  organizations,  consumers,  and  carriers. 
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Geographic  Markets 

Sprint  operates  local  telecommunications  services  in  Florida,  Illinois,  Indiana,  Kansas,  Minnesota,  Missouri, 
Nebraska,  Nevada,  New  Jersey,  North  Carolina,  Ohio,  Oregon,  Pennsylvania,  South  Carolina,  Tennessee, 

Texas,  Virginia,  Washington,  and  Wyoming. 

Key  Products  and  Services 

The  following  discussion  will  focus  on  the  network  services  and  software  systems  provided  by  Sprint. 

Long  Distance  Business  Communications  Services 

Sprint  offers  business  communications  services  for  companies  of  all  different  sizes — Business  SensesiI  for 
smaller  businesses  with  basic  communications  needs;  Sprint  Clarity®  for  medium-sized  businesses  with  more 
complicated  requirements;  and  Sprint  PremiereSM  for  the  largest  businesses  with  sophisticated  networking 
requirements.  Each  business  communications  solution  consists  of  strategically  chosen  voice,  data,  and  video 
services. 

• Sprint  Premiere  integrates  voice  and  switched  data  services — VPN  PremiereSM  and  SDS  PremiereSM 
onto  a customized  network,  engineered  to  client  specifications  to  satisfy  all  voice,  data,  video  and 
imaging  needs. 

o VPN  Premiere,  the  evolution  of  Sprint’s  original  Virtual  Private  Network  service,  is  a software- 
defined  platform  that 

o makes  it  possible  to  connect  all  domestic  and  international  locations  in  a single  netwc  rk. 
o SDS  Premiere  is  the  next  generation  of  Sprint  Switched  Data  Services.  It  features  a software- 
defined  platform  making  it  possible  to  easily  configure  and  reconfigure  clients’  netwoi  ks  on 
demand  to  satisfy  dynamic  bandwidth  requirements  for  digital  data,  video,  and  imagi  ng 
applications. 

International  VPN  extends  VPN  functionality,  including  its  dialing  plan,  throughout  the  world,  comoining 
voice  data,  and  ISDN  capabilities  into  a single  service. 

Sprint  Express®  allows  calls  to  be  placed  to  the  U.S.  and  more  than  280  other  countries  from  an  increasing 
number  of  overseas  locations. 

Loca  Telecommunication  Business  Services 

Centrex  Service  uses  the  local  network  to  provide  access  for  voice,  fax,  and  low-speed  data  transmission. 

Centurionsm  Service  is  a maintenance  program  that  protects  a business’  communications  system  anu  ensures 
maximum  up-time. 

Long  Distance  Business  Communications  Data  Services 

Sprint  IP  Services  are  TCP/IP-based  Wide  Area  Network  (WAN)  services  with  gateways  to  all  commercial, 
federal,  and  international  Internets.  Sprint  IP  Services  are  available  using  dedicated  access  from  all  330  Sprint 
POPs  in  the  U.S. 

• Sprint  Intranet  Dial  Services — Through  secured  access  to  corporate  Local  Area  Networks  (LANs), 
customers  can  establish  a gateway  between  their  own  intranet  and  frame  relay  networks. 

• Sprint  High-Speed  Dedicated  Services — These  services  provide  additional  dedicated  bandwidth  for 
Internet  activities  to  businesses,  universities,  research  organizations,  and  Internet  service  providers. 

• Sprint  IP  Security  Services — Designed  for  businesses,  these  services  provide  security  alerts,  security 
presentation,  investigation  support  and  prosecution  assistance,  and  security  assistance  24  hours  a day, 
seven  days  a week. 
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Frame  Relay  solutions  help  telecommunications  managers  design  and  support  high-speed,  cost-effective, 
multiprotocol  networks.  Frame  relay  services  are  available  from  350  U.S.  locations  and  22  countries  around  the 
world  with  port  speeds  ranging  from  56  Kbps  to  1.536  Mbps. 

Managed  Network  Service  provides  a global  LAN/WAN  internetworking  solution  for  linking  geographically 
remote  LANs  across  Sprint’s  Frame  Relay,  X.25,  and  Clearline®  Private  Line  services,  including  network 
design,  installation,  configuration,  management,  and  maintenance  services. 

Asynchronous  Transfer  Mode  (ATM)  Service  is  available  with  DS3  (45Mbps)  access.  ATM  provides  high-speed 
networking  for  customers  with  bandwidth-intensive  applications  such  as  remote  host  connectivity,  desktop 
videoconferencing,  and  three-dimensional  imaging.  Sprint’s  ATM  service  supports  the  transport  of  both  data 
and  video  with  flexible  usage-sensitive  and  flat-rate  pricing  packages. 

Customer  Network  Management  (CNM)  products  combine  Sprint-developed  management  software  with  off-the- 
shelf  hardware: 

• Visual  UpTime  is  switch-independent  and  includes  extensive  performance  management  capabilities. 

• Sprint  In  Touchsm  is  a free  service  for  Sprint  business  customers  that  uses  the  Internet  to  allow  the 
customer  to  examine  the  Sprint  network. 

• Sprint  Circuit- Switched  Manager  provides  near  real-time  call  detail  record,  call  command  record, 
operational  alerts,  performance  statistics,  and  FONCARD  sm  management. 

Clearline®  Private  Line  services  provide  unlimited  line  availability  between  locations  24  hours  a day,  at  a flat 
monthly  rate.  Services  are  provided  over  Sprint’s  nationwide  all-digital  fiber-optic  network  and  Digital  Cross 
Connect  Systems  for  centralized,  remote  monitoring. 

Switched  Data  Services  (SDS)  provide  access  to  56  bps,  112  kbps,  384  kbps  or  greater  amounts  of  digital 
bandwidths  for  intensive  data  networking  applications.  Access  to  SDS  is  via  local  exchange  carrier  dial-up  to 
the  Sprint  network  or  through  T1  access.  Applications  supported  include  LAN  access,  videoconferencing,  and 
electronic  imaging. 

Private  Network,  with  an  installed  base  of  more  than  225  private  data  networks  , streamline  and  improve  the 
efficiency  of  communications  for  many  multinational  corporations.  Sprint  is  a leading  provider  of  private  data 
network  solutions,  including  networks  which  are  designed  and  built  to  the  exacting  standards  of  public  data 
networks  offered  by  PTTs  and  value  added  network  service  providers. 

For  hybrid  networks,  Sprint  can  provide  all  customer  premises  equipment  (CPE),  plus  provisioning, 
installation,  and  maintenance  of  the  CPE,  with  end-to-end  network  management.  CPE  products  include 
protocol  conversion,  terminal  concentration,  switching,  channel  banks,  channel  service  units,  data  service  units, 
terminal  interface  units,  and  modems. 

Sprint  owns  and  operates  X.25,  the  global  public  data  network  that  allows  customers  to  link  host  computers, 
terminals,  workstations,  and  PCs  together  to  perform  a range  of  applications. 

• The  network  is  managed  24  hours  a day  from  Sprint’s  Network  Control  Center  in  Reston,  VA.  The  center 
has  Sprint  TPS5000  computers  installed  in  support  of  X.25. 

• X.25  has  more  than  330  international  access  centers  in  more  than  467  countries  and  more  than  500 
centers  in  the  U.S.  to  allow  for  data  and  voice  connections. 

Multimedia 

DRUMSsm  is  a Sprint’s  on-line  multimedia  production  service  that  combines  the  company’s  digital,  fiber-optic 
network  with  computer  workstations  for  real-time  collaboration  during  the  creation  of  films,  commercials, 
television  programs,  and  other  creative  projects. 

Sprint  Internet  Passport SM,  launched  in  August  1996,  is  Sprint’s  consumer  Internet  access  service. 
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Fax  and  Electronic  Messaging  Services 

SprintFAX®  fax  services  permit  broadcast  distribution  (sending  a fax  to  multiple  locations)  and  document 
retrieval  via  fax  from  an  800  or  900  number. 

• SprintFAX  Broadcast  Distribution  allows  simultaneous  delivery  of  documents  to  thousands  of  locations. 

• SprintFAX  Document  on  Demand  allows  the  automatic  fax  delivery  of  frequently  requested  documents. 

• SprintFAX  Host SM  is  a systematic  datalink  between  a mainframe  computer  and  the  SprintFAX 
platform,  enabling  the  user  to  broadcast  different  documents  to  multiple  fax  numbers. 

Sprint  Conferencing  Services 

Sprint  Conferencing  Services  deliver  a full  spectrum  of  audio,  video,  and  data  conferencing  solutions  that  enable 
users  to  conduct  business  without  the  added  cost  of  business  travel. 

Wholesale  Products  and  Services 

Resale  Solutions  is  a package  of  wholesale  telecommunications  products  and  services  designed  for  customers 
wanting  to  sell  wholesale  long  distance  under  their  own  private  brand.  Resale  Solutions  is  offered  only  to 
resellers  and  Bell  Operating  companies  on  the  Carrier  Transport  invoicing  and  management  reporting 
platform. 

Reseller  Desktop  Manager  is  a PC-based  software  platform  for  the  wholesale  market  that  allows  dai'  y 
notification  of  account  activity. 

Carrier  Transport SM  Resale  Platform  is  an  invoicing  and  reporting  platform  supporting  the  wholesE  le  market. 

Wholesale  Prepaid  Technologies  provides  wholesale  customers  with  a convenient  option  for  making  long 
distance  calls  from  any  touch-tone  phone. 

Other 

IP  Telephony  services,  providing  real-time  communications  over  IP  networks,  will  be  enabled  by  Sprint’s 
SONET/ATM  backbone.  Currently  Sprint  offers  Voice  Around  the  Net  and  Internet  Telephony  services  that  use 
both  the  Internet  and  the  long  distance  network. 

o Internet  Conference  Center  uses  the  Internet  and  Sprint’s  long  distance  voice  service  for  multipoint 
conference  calls  on  demand  without  reservations,  24  hours  a day,  seven  days  a week, 
o Give  Me  a Call  allows  consumers  with  Internet  access  and  an  available  phone  to  view  produt  ts  and 
services  on  a company’s  Web  site,  and  simultaneously  talk  to  a customer  service  representative. 

Global  Intranet  is  a worldwide  IP-based  service  providing  security,  directory  services,  electronic  messaging, 
access  to  legacy  systems  and  databases,  Web-based  document  and  information  retrieval,  and  professional 
services  for  major  multinational  corporations  in  the  Americas,  Europe,  Russian,  the  Middle  East,  Africa,  and 
the  Asia/Pacific  region. 

Sprint  TELECENTERs,  a subsidiary  of  Sprint’s  Local  Telecommunications  Division,  operates  four  direct 
marketing  centers  nationwide  that  are  capable  of  handling  30  million  calls  per  year,  providing  inbound  and 
outbound  client  contact  outsource  services  for  Fortune  500  and  multinational  firms. 

Sprint  TELECENTERs  also  offers  a global  Internet  response  service  to  help  business  customers  track  and 
respond  to  E-mail  leads  they  receive  via  the  Internet. 

Contracts 


http://www.input.com/vaps/vaps_profile.cfim7COMP  ANY_ID=  1 5 1 


3/16/99 


INPUT  Vendor  Profile  - Sprint  Corporation 


Page  10  of  1 1 


Recent  contracts  awarded  to  Sprint  include  the  following: 

• In  July  1997,  Sprint  was  awarded  a five-year,  $49  million  contract  with  the  Ohio  Public  Utilities 
commission  to  provide  Telecommunications  Relay  Services  for  Ohio’s  deaf,  hard-of-hearing,  deaf-blind, 
and  speech  disabled  consumers. 

• In  June  1997,  Sprint  and  Global  One  entered  into  a two-year,  $7  million  contract  with  Ernst  & Young 
International,  Ltd.  for  global  data,  voice,  and  messaging  services.  This  agreement  specifies  that  Sprint 
and  Global  One  are  to  be  Ernst  & Young’s  primary  global  communications  provider. 

• In  June  1997,  Sprint  and  Securities  Industry  Association  (SIA)  announced  a three-year,  $180  million 
contract  whereby  Sprint  is  the  preferred  provider  of  communications  services  for  the  SIA  and  its  more 
than  760  member  firms.  In  addition  to  providing  long  distance  voice  and  data  networking  services, 

Sprint  will  collaborate  with  the  SIA’s  Technology  Management  Committee  to  identify  business  solutions, 
including  new  technologies  that  might  help  SIA  members  operating  in  the  securities  markets. 

• In  April  1997,  Sprint’s  College  and  University  Group  was  awarded  a contract  with  MiCTA,  a multi-state 
educational  organization  of  non-profit  institutions  with  common  telecommunication  issues.  According  to 
the  Contract,  Sprint  is  the  exclusive  endorsed  provider  for  network  services  for  the  more  than  170 
MiCTA  institution  members. 

Al  I iances/Ventu  res 

Sprint  is  a 40%  partner  in  Sprint  PCS,  a joint  venture  between  Sprint,  Tele-Communications,  Inc.  (TCI), 

Comcast  Corporation,  and  Cox  Communications  providing  wireless  communication  services  with  the  U.S. 

• To  date,  Sprint  PCS  has  launched  PCS  service  in  75  cities.  By  the  end  of  1997,  coverage  will  expand  to 
more  than  100  million  people.  Sprint  PCS  employs  nearly  5,500  staff  members,  has  built  45  switching 
centers,  and  completed  numerous  retail  centers. 

• Sprint  PCS’s  wireless  presence,  including  Sprint  PCS  affiliates,  will  cover  a population  of  more  than  260 
million  in  the  U.S.,  Puerto  Rico,  and  the  U.S.  Virgin  Islands. 

International  alliances  include  the  following: 

• Sprint  is  a partner  in  Global  One,  a joint  venture  with  France  Telecom  and  Deutsche  Telekom  that 
provides  seamless,  global  telecommunications  services  to  business,  consumer,  and  carrier  markets 
worldwide. 

o The  venture,  which  was  consummated  in  January  1996,  has  a sales  presence  in  more  than  65 
countries,  1,200  points  of  presence  (switching  centers)  outside  of  Germany,  France,  and  the  U.S., 
and  first  year  revenues  in  excess  of  $800  million, 
o The  operating  group  serving  Europe  (excluding  Germany  and  France)  is  owned  one-third  by 
Sprint  and  two-thirds  by  Deutsche  Telekom  and  France  Telecom, 
o The  operating  group  for  worldwide  activities  outside  the  U.S.  and  Europe  is  owned  50%  by  Sprint 
and  50%  by  Deutsche  Telekom  and  France  Telecom, 
o Home  country  markets  are  served  by  Deutsche  Telekom  in  Germany,  France  Telecom  in  France, 
and  Sprint  in  the  U.S. 

o A Brussels-based  office  manages  European  business  and  global  business  outside  Europe  is 
directed  from  Reston  (VA). 

• Deutsche  Telekom  and  France  Telecom  each  own  Sprint  Class  A common  stock  worth  approximately 
10%  of  Sprint’s  voting  power. 

• Sprint  and  Telmex  (Telefonos  de  Mexico)  have  an  agreement  for  cross-border  services  between  the  U.S. 
and  Mexico,  including  voice,  data,  and  video  services  such  as  international  virtual  private  networks, 
dedicated  services,  managed  networks,  and  travelcard  services. 

• Sprint  has  a 25%  interest  in  Call-Net  Enterprises  Inc.,  Canada’s  largest  alternative  provider  of  long 
distance  switched  voice  services.  Call-Net’s  subsidiary,  Sprint  Canada  Inc.,  provides  Sprint  business  and 
residential  long-distance  products  and  services  in  Canada. 

• Alcatel  Data  Networks  is  a joint  venture  between  Sprint  and  Alcatel  N.V.  of  France.  With  a customer 
base  of  more  than  400  large-scale  networks,  Alcatel  is  a leading  supplier  of  systems  for  public  and 
private  wide-area  data  networks.  Alcatel  Data  Networks  manufactures  and  distributes  public  and 
private  wide-area  data  networks,  including  packet,  frame  relay,  and  asynchronous  transfer  mode 
technologies. 
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• Sprint  is  involved  in  a joint  venture  in  Tianjin,  China  that  involves  the  construction  of  a modern  local 
telephone  network  capable  of  serving  up  to  300,000  customers  in  a city  of  9 million. 

• Sprint  is  part  of  an  international  consortium  that  was  awarded  one  of  Israel’s  two  alternative  carrier 
licenses  and  which  will  serve  as  a model  for  similar  efforts  throughout  the  world. 

Other  Ventures 

Sprint  is  a participant  in  Iridium,  Motorola’s  satellite-based  wireless  communications  network. 

Competition 

Sprint’s  Long  Distance  Division  competes  with  AT&T  and  MCI  in  all  segments  of  the  long-distance 
communications  market. 


The  potential  for  more  direct  competition  with  Sprint’s  local  exchange  carriers  (LECs)  is  increasing  with  the 
passage  of  the  Telecommunications  Act  of  1996.  Many  states,  including  most  of  the  states  in  which  Sprint’s 
LECs  operate,  already  allow  competitive  entry  into  the  intra-LATA  long-distance  service  market. 

In  the  network  services  arena,  competitors  include  MCI,  GEIS,  Infonet,  and  Advantis. 

Assessment 


Sprint  feels  its  strengths  include: 

« Positioning  across  local,  long  distance,  and  wireless  markets 
u Leadership  in  deployment  of  advanced  network  technology 
«>  International  positioning,  including  its  partnership  role  in  Global  One 

Challenges  over  the  coming  year  include: 

•»  Continuing  to  build  on  the  position  as  market  leader  in  data  communications 
«>  Continuing  to  build  out  (with  partners)  the  Sprint  PCS  nationwide  digital  wireless  network 
« Continuing  to  grow  (with  partners)  the  Global  One  joint  venture 
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St.  Paul  Software 


UPDATED: 

01/01/1997 


Headquarters 


1450  Energy  Park  Drive 
St.  Paul,  MN  55108 
U.S. 

Phone:  Fax: 

(612)603-4400  (612)603-4403 

Company  Web  Site: 

http://www.stpaulsoftware.cpm 


President: 
Status: 
Employees: 
Revenue: * 


Summary  Info 

Steve  Waldron 

Private 

80(12/1996) 

$ 8.3  mil 


Year  End  Dec-1996 


Key  Points 


• St.  Paul  Software  is  a supplier  of  integrated  electronic  commerce  software  solutions 

• In  February  1997,  Steve  Waldron  was  appointed  to  the  position  of  President  and  CE',0.  Prior  to 
joining  St.  Paul  Software,  Mr.  Waldron  was  President  of  Innovex,  a Hopkins  (MN)-based 
developer  of  computer  software  and  manufacturer  of  precision  components  for  the  computer 
disk  drive  and  medical  device  markets.  Former  President  Gary  Anderson  is  remaining  with 
the  company  as  Chairman  of  the  Board. 

• During  1996,  St.  Paul  Software  announced  two  new  products:  Encompass,  a complete  solution 
for  fully  scalable  distributed  electronic  commerce  for  Windows  NT,  and  WebEC,  a service  that 
enables  companies  to  perform  business  transactions  electronically  via  the  Internet. 

(.  The  company  has  formed  strong  alliances  with  Oracle,  SAP,  Pyramid,  Siemens  Nixdorf, 
Computer  Associates,  and  SBT. 

• In  November  1995,  St.  Paul  Software  acquired  EDI  Solutions,  a provider  of  mainframe  and 
midrange  EDI  solutions. 

Company  Description 


St.  Paul  Software,  founded  in  1981,  is  a full-service  suppher  of  integrated  electronic  commerce 
solutions.  The  company's  apphcations  software  products,  service  bureau,  and  associated  support 
services  for  EDI  and  EC  span  market  sectors  and  industries. 


St.  Paul  Software’s  key  executives  are  summarized  below: 


St.  Paul  Software 
Key  Executives 


Name 

Title 

Gary  Anderson 
Steve  Waldron 
Debra  Papke 
Roger  Anderson 
Carla  Underwood 
Joe  Dalman 
Alan  Downs 
John  Sekeres 
Tom  Boutin 

Chairman 

President  and  CEO 
VP  of  Finance/Administration 
VP  of  Technical  Services 
VP  of  the  EC  Center 
VP  of  Professional  Services 
Director  of  Development 
Director  of  Business  Development 
Director  of  International  Operations 

Strategy 

St.  Paul  Software's  strategy  is  to  continue  to  be  the  premier  solution  provider,  offering  total 
electronic  commerce  solutions  and  strong  integration  services. 


http://www.mput.com/vaps/vaps_profile.cfm7COMPANY_ID-177 


3/16/99 


INPUT  Vendor  Profile  - St.  Paul  Software 


Page  2 of  5 


The  company  plans  to  grow  its  presence  in  the  electronic  commerce  market  with  its  Internet 
offerings  provided  through  the  spEDI*center,  specifically  with  the  WebEC 

service.  The  company  also  plans  to  expand  its  application  integration  EC  software  product  line. 

Financials 

St.  Paul  Software's  projected  revenue  for  1996  is  expected  to  reach  approximately  $8.3  million,  a 69% 
increase  over  1995. 

St.  Paul  Software's  1995  revenue  reached  approximately  $4.9  million,  a 40%  increase  over  1994 
revenue  of  $3.5  million.  Growth  was  attributed  to  the  merger  with  EDI  Solutions,  expansion  of  the 
product  line,  and  increased  sales  through  the  spEDI*center. 

Revenue  Analysis  by  Product  / Service 

Approximately  40%  of  St.  Paul  Software’s  1995  revenue  was  derived  from  new  EDI  software  product 
sales,  ten  percent  from  the  spEDI*center  service  bureau,  and  the  remaining  50%  from  recurring 
revenue. 

Market  Financials 

St.  Paul  Software's  target  market  for  its  software  products  includes  resellers,  end  users,  government 
agencies,  and  the  manufacturing,  distribution,  health  care,  mortgage  banking,  and  retail  industries. 

Geographic  Markets 

Approximately  90%  of  St.  Paul  Software’s  revenue  is  derived  from  the  U.S.  and  10%  from 
international  sources. 

Acquisitions 

In  November  1995,  St.  Paul  Software  acquired  Bloomington  (MN)-based  EDI  Solutions  to  expand  its 
offerings  to  include  mainframe  and  midrange  systems,  in  addition  to  supporting  PCs  and  UNIX 
systems.  EDI  Solutions  was  a subsidiary  of  Maersk  Data  USA,  Inc. 

Employees 

St.  Paul  Software  currently  has  80  employees,  up  from  65  employees  a year  ago. 

Key  Products  and  Services 

St.  Paul  Software  provides  total  solutions,  including  the  installation  of  EDI  and  EC  software 
products,  professional  services  (consulting,  education,  integration,  and  product  training),  an  EDI 
service  bureau,  and  value-added  network  options. 

Software  Products 

St.  Paul  Software  currently  has  9,500  customers  worldwide. 

The  company's  products  support  UNIX,  PCs,  Windows  NT,  mainframe  (MVS)  and  midrange 
(HP3000,  DEC  VAX  VMS  and  DEC  ALPHA  OPEN  VMS)  systems,  and  the  Internet. 
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The  products  also  support  all  major  standards,  including  ANSI  X12,  UN/EDIFACT,  AIAG,  CALS, 
HEDIC,  TDCC,  UCS,  VICS,  and  WINS. 

St.  Paul  Software's  products  support  the  common  communications  protocols  such  as  async,  bisync, 
X.25,  and  X.400.  Moreover,  they  fully  support  inter-enterprise  connectivity  using  /IP,  DECnet,  SNA, 
APL,  UUCP,  and  2780/3780. 

Current  product  offerings  include  the  following: 

spEDPEClipse  is  a set  of  gateway  tools  for  controlling  electronic  commerce  traffic  in  large 
multiplatform  corporations  connected  via  local-  and  wide-area  networks. 

spEDI*EClipse  is  capable  of  managing  traditional  EDI  documents  as  well  as  other  data  structures. 

Communication  with  trading  partners  is  conducted  through  VANs,  direct  connections,  and 
communications  pipelines.  spEDI*EClipse  is  comprised  of  the  following  modules: 

• spEDI*tran—A  high-speed  EDI  translator  that  processes,  extracts,  and  manages  EDI  data 
and  traditional  EDI  functions 

• spEDPmap — A windows-based  GUI  tool  for  application  interface  mapping  that  simplifies  the 
process  of  creating  maps  for  converting  data  from  one  format  to  another 

«>  spEDPexec — A menu-based  scheduler  that  monitors  EDI  processes  and  controls  the  scheduled 
and/or  event-driven  flow  of  documents  in  multi-application  environments 
spEDPfax — A fax  connection  for  non-EDI-capable  partners 
«<  spEDP delivery — A client/server-based  module  used  to  configure,  monitor,  and  control 
electronic  commerce  mailboxes  for  the  enterprise 
<1-  spEDPstat — A client/server-based  module  that  maintains  a database  of  electronic  commerce 
processes,  documents,  and  files 

spEDP aim  for  R/3  provides  a seamless  application  interface  to  SAP's  R/3  UNIX  systems.  It  allows 
the  user  to  access  document  flow  information  directly  from  the  SAP  system  and  provides  status 
updates  on  mapping,  translation,  enveloping,  communications,  and  EDI  acknowledgment 
notification.  The  module  is  certified  on  SAP  R/3  versions  2.2  and  3.0  and  adheres  to  those  EDI 
integration  specifications. 

spEDP  interface  enables  seamless  integration  of  EDI  information  into  Oracle,  SBT,  and  Macola 
applications.  St.  Paul  Software  offers  hundreds  of  field-proven  map  sets  for  most  major  trading 
partners. 

Encompass  is  a scalable  electronic  commerce  product  that  enables  quick  access  and  distribution  of 
information  throughout  an  enterprise  and  with  external  trading  partners. 

• Encompass  performs  business-to-business  transactions  according  to  a predetermined  schedule 
or  event-enabled  process. 

• Encompass  is  comprised  of  integrated  communications,  workflow  management  and 
scheduling,  EDI  translation,  GUI  mapping,  data  archiving,  mailboxing,  MAPI,  security 
integration,  statistical  monitoring,  and  Internet-enabled  communications  capabilities. 

WebEC  enables  non-EDI-capable  organizations  or  businesses  with  differing  software  applications  to 
use  a standard  Web  browser  for  the  exchange  of  electronic  documents. 

• WebEC  has  Internet-enabled  document  screens  or  business-to-business  catalogs  into  which 
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data  is  entered.  WebEC  then  transmits  this  information  to  the  spEDI*center,  which  converts 
it  from  HTML  format  into  an  EDI  format  deployed  over  a VAN  or  the  Internet. 

• The  trading  partner  (hub)  can  receive  and  respond  to  information  in  an  EDI  format  or  have  it 
transmitted  directly  to  an  application. 

EDItran  is  a rapid  and  dependable  batch  EDI  translation  system  for  mainframe  and  midrange 
environments  (HP3000,  DEC  VAX  VMS,  DEC  ALPHA  OPEN  VMS). 

• EDItran  provides  the  ability  to  process,  extract,  and  manage  EDI  data  according  to 
specifications. 

• EDItran  allows  for  document  control  of  inbound  and  outbound  files  by  partner,  group,  and 
transaction. 

• It  also  provides  automatic  functional  acknowledgments,  error  control,  on-line  management 
capabilities  for  trading  partners,  security  control,  and  a complete  audit  trail. 

EDImap  for  Windows  speeds  the  mapping  process  by  relating  EDI  and  application  data  formats 
according  to  specific  instructions. 

• EDImap  creates  ANSI-standard  COBOL  code,  which  is  compiled  and  integrated  into  EDItran 
or  EDIfast. 

• EDImap  supports  all  public  standards  and  subsets  and  generates  migratable  code. 

EDIfast  is  EDI  management  and  translation  software  for  IBM  MVS  that  provides  the  ability  to 
processes  large  volumes  of  EDI  data  in  a real-time,  on-line  environment. 

• EDItran  provides  data  management  through  on-line  data  access,  multi-threaded  operation, 
open  gateway  operation,  automated  data  archiving,  and  restart/recovery  capabilities. 

• It  also  offers  on-line  access  services  such  as  transaction  management,  audit  inquiry,  system 
control  file  maintenance,  partner  file  maintenance,  and  partner-to-partner  file  maintenance. 

• EDIfast  is  tightly  integrated  to  EDIlinx,  a data  communications  module  that  operates  as  a 
mailboxing  feature. 

EDIeasy  is  a PC-based  mapping  and  translation  software  system  that  translates  application  data  to 
and  from  an  EDI-standard  format.  The  quick  map  feature  builds  a form  from  map  finks  and  allows 
the  creation  of  applications  and  the  management  of  data  through  an  on-line  transaction  log. 

spEDI*aim  for  CA-MANMAN  allows  for  a seamless  direct  application  interface  to  CA-MANMAN 
with  prebuilt  CA-MANMAN  interfaces  for  HP3000  or  DEC  VAX. 

• spEDI*aim  provides  an  efficient  exchange  of  information  between  the  CA-MANMAN 
environment  and  the  EDItran  system. 

• It  cross-references  information  through  on-line  screens  for  queries  by  trading  partner  ID, 
vendor,  customer,  part,  or  freight  terms. 

Processing  Services 

The  spEDI*center  is  oriented  toward  hub  organizations  that  are  committed  to  an  electronic 
commerce  strategy  that  incorporates  all  of  their  trading  partners  regardless  of  size  or  EDI 
experience. 

The  spEDI*center  offers  a selection  of  products  and  services,  including  hub-enabling  services  to 
develop,  coordinate,  and  deliver  a hub-and-spoke  implementation  program: 
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• EDI-to-Fax — A fully  automated  service  that  receives  EDI  messages  and  immediately 
generates  an  outbound  fax  to  non-EDI-capable  trading  partners 

• Application-to-EDl — The  spEDI*center  can  also  accept  apphcation  files  (flat  files  from  non- 
EDI  trading  partners)  and  translate  them  into  EDI  format.  Manual  EDI  processing  is  also 
available  for  unique  documents  that  require  manual  data  entry. 

• Outsourcing  EDI — The  spEDI*center  provides  daily  management  services  for  EDI  operations, 
including  inbound  and  outbound  EDI  processing,  apphcation  mapping,  trading  partner  setup/ 
management,  and  communications/VAN  management. 

• The  spEDI*center  also  assists  hubs  in  their  EDI  growth  analysis  by  providing  trading  partner 
surveys,  telesales,  trading  partner  conferences,  and  product  training  courses. 

Professional  Services 

St.  Paul  Software  also  provides  systems  integration,  trading  partner  workshops,  training, 
transaction  set  mapping,  installation,  custom  integration,  hotline  technical  support,  product 
training,  consulting,  and  bar-code  integration. 

Alliances/Marketing/ 

Sales 

St.  Paul  Software  has  developed  close  alliances  with,  and  integrated  its  products  with  applications  of 
Oracle,  SAP,  Computer  Associates,  and  SBT  to  enable  the  creation,  delivery,  and  receipt  of  electronic 
documents  over  proprietary  networks,  VANs,  the  Internet,  and  other  TCP/IP  networks.  The  company 
has  also  developed  alhances  with  Pyramid  and  Siemens  Nixdorf,  making  its  spEDI*EClipse  product 
available  on  the  Pyramid  platform. 

The  company  has  marketing  agreements  with  various  dealers  to  distribute  its  software  products 
throughout  the  U.S. 

St.  Paul  Software  provides  international  services  through  key  strategic  alliances  on  a worldwide 
basis.  Key  areas  include  the  Pacific  Rim  (China,  Hong  Kong,  India,  Korea,  Malaysia,  the  Philippines, 
Singapore,  Taiwan,  and  Thailand),  South  America  (Brazil,  Chile,  Colombia,  and  Peru),  Europe 
(Denmark,  Greece,  Netherlands,  Norway,  and  Spain),  and  Africa/Middle  East  (Israel  and  South 
Africa). 

Clients 

St.  Paul  Software  has  clients  across  industries  and  market  sectors.  Customers  range  from  large 
corporate  hubs  (Alcoa,  AT&T,  Black  & Decker,  Checkfree,  Cisco,  Clorox,  Mobil  Oil,  Monsanto,  and 
United  HealthCare)  to  their  low-volume  trading  partners. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Sterling  Commerce,  Inc. 


UPDATEDl  Urto/Jm  mr+nre 

02/25/1998  Headquarters 

Chairman/CEO: 

Summary  Info 

Sterling  Williams 

8080  North  Central  Expressway 

President: 

Warner  C.  Blow 

Suite  1100 

Status: 

Public 

Dallas,  TX  75206 
Argentina 

Phone:  Fax: 

Parent: 

Sterling  Software 

Employees: 

2,300  (09/1998) 

(214)891-8600  (214)739-0535 

Revenue: 

$ 490.3  mil 

Company  Web  Site: 

http://www.stercomm.com 

Year  End 

Sep-1998 

Key  Points 


Capability  Profiles 

CAPABILITY  REGION 

Electronic  Commerce  for  the  . . ~ 

Enterprise 

Transportation  Sector  IT  Software  u c, 
and  Services 


* Sterling  Commerce  is  a leading  provider  of  electronic  data  interchange  (EDI)  and  other  electronic  commerce  products 
and  services  worldwide. 

«>  Sterling  Commerce  was  formed  in  December  1 995  as  a subsidiary  to  hold  the  businesses  of  Sterling  Softw  ire's 
Electronic  Commerce  Group. 

<.  In  February  1 996,  Sterling  announced  an  initial  public  offering  of  approximately  1 6%  of  Sterling  Commer  ;e, 
representing  approximately  12  million  shares  of  common  stock. 

i.  During  fiscal  1995,  Sterling  acquired  MAXXUS,  Inc.,  a leading  provider  of  PC-based  cash  management  si  ftware, 
expanding  the  company's  bank  customer  base  and  extending  its  electronic  commerce  offerings  to  include  p roducts  and 
services  for  small-  and  medium-sized  financial  institutions. 


Company  Description 


Sterling  Commerce  develops,  markets,  and  supports  electronic  commerce  software  products  and  provides  electron!;  commerce 
network  services  that  enable  businesses  to  engage  in  business-to-business  electronic  communications  and  transact!  us. 

Organization  and  Structure 


Sterling  Commerce  operates  through  five  separate  groups,  four  of  which  offer  distinct  families  of  products  and  sen  ices  in  North 
America  and  one  of  which  markets  network  services  and  related  products  outside  of  North  America. 


u The  Network  Services  Group,  headed  by  Paul  L.  H.  Olson,  provides  electronic  commerce  network  services , offering  a 
variety  of  value-added  services  and  software  solutions  under  the  COMMERCE  family  name. 

• The  Communications  Software  Group,  headed  by  Stephen  R.  Perkins,  provides  software  products  and  services  under  the 
CONNECT  family  name  that  enable  customers  to  send  and  receive  data  electronically  and  support  a variety  of  data 
transfer,  EDI,  electronic  funds  transfer,  claims  processing  and  inventory  management  functions. 

• The  Interchange  Software  Group,  headed  by  J.  Brad  Sharp,  provides  electronic  commerce  translation  software,  which 
converts  data  into  and  out  of  standard  electronic  commerce  formats,  marketed  under  the  GENTRAN  family  name. 

• The  Banking  Systems  Group,  headed  by  William  Hymes,  with  its  VECTOR  family  of  products,  provides  financial  EDI, 
item  processing  and  electronic  payments  software  and  related  services  for  financial  institutions. 

« The  International  Group  markets  network  services  and  related  products  outside  of  North  America,  primarily  in  Europe. 


In  addition  to  its  principal  executive  offices  in  Dallas  (TX),  Sterling  Commerce  has  offices  in  San  Francisco,  Sacramento,  and 
San  Bernardino  (CA);  Ann  Arbor  (MI);  New  York  (NY);  Dublin  (OH);  Washington,  D.C.;  Toronto  (Canada);  London 
(England);  Paris  (France);  and  Dusseldorf  (Germany). 
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Company  Strategy 


Sterling  Commerce's  principal  marketing  strategy  focuses  on  promoting  the  advantages  of  electronic  commerce  and  expanding 
the  number  of  businesses  and  industries  using  Sterling's  products  and  network  services. 

Sterling  Commerce's  objective  is  to  continue  to  strengthen  its  position  as  a leading  worldwide  provider  of  electronic  commerce 
products  and  services  in  an  expanding  market.  Key  elements  of  the  company's  strategy  to  achieve  this  objective  include  the 
following: 


• Offering  a complete  range  of  software  products  and  network  services 

• Enhancing  existing  products  and  introducing  and  acquiring  new  products  based  on  current  and  anticipated  customer 
needs 

• A marketing  strategy  that  focuses  on  promoting  the  advantages  of  electronic  commerce  and  expanding  the  number  of 
businesses  and  industries  using  Sterling's  products  and  services,  participating  in  a number  of  comarketing  arrangements 
and  other  marketing  alliances,  and  rapidly  expanding  its  business  internationally,  especially  in  Europe. 

• Using  the  Internet  as  a vehicle  to  expand  the  electronic  commerce  market,  particularly  among  smaller  businesses  and 
trading  partners 

• Providing  outstanding  customer  support 

• Actively  seeking  strategic  alliances  to  expand  its  distribution  channels  and  to  integrate  its  products  and  services  with 
complementary  products  and  services  of  other  vendors. 

Financials 


Sterling  Commerce's  fiscal  1 995  revenue  reached  $203 .6  million,  a 3 1 % increase  over  fiscal  1 994  revenue.  Net  income  reached 
$42.9  million,  up  from  $27.8  million  in  fiscal  1994. 

In  the  five-year  summary  that  follows,  financial  data  has  been  restated  to  reflect  Sterling  Commerce  as  a separate  operation  from 
Sterling  Software,  with  reasonable  allocation  of  incremental  administrative  costs  and  income  tax  expenses. 


Sterling  Commerce,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$203.6 

$155.9 

$117.8 

$88.9 

$71.0 

• Percent  change  from 
previous  year 

31% 

32% 

33% 

25% 

N/A 

Income  before  taxes 

$72.0 

$46.4 

$25.4 

$14.9 

$13.4 

• Percent  change  from 
previous  year 

55% 

83% 

70% 

11% 

N/A 

Net  income 

$42.9 

$27.8 

$15.2 

$9.0 

$8.1 

• Percent  change  from 
previous  year 

54% 

83% 

69% 

11% 

N/A 

Revenue  increases  during  fiscal  1 995  were  attributed  to  the  following: 


• Service  revenue,  derived  mostly  from  network  processing  of  EDI  documents,  increased  39%  over  fiscal  1 994,  primarily 
due  to  the  growth  in  existing  network  customer  volume  and  the  addition  of  new  customers  to  the  network  in  the  health 
care,  grocery,  retail,  and  hardlines  vertical  markets. 

• The  number  of  network  customers  grew  from  approximately  9,000  as  of  September  30,  1994  to  approximately  1 1,300  as 
of  September  30,  1 995. 
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• Product  revenue  increased  27%  and  product  support  revenue  increased  22%  over  fiscal  1994.  The  three  product  lines— 
communications  software,  banking  systems,  and  interchange  software— each  had  revenue  growth  in  product  and  product 
support  revenue  due  to  sales  of  new  products  from  businesses  acquired  in  1994  (American  Business  Computer),  new 
product  releases,  the  addition  of  new  customers,  some  product  price  increases,  and  a continuing  expansion  of  the 
installed  customer  base  for  product  support  revenue. 

• Recurring  revenue  increased  32%  in  fiscal  1995  and  represented  59%  of  total  revenue. 

• For  fiscal  1 995,  43%  of  product  revenue  was  for  products  that  run  on  operating  platforms  other  than  mainframe 
operating  systems,  as  compared  to  30%  in  fiscal  1994. 

• Approximately  13%  ($26  million)  of  the  Sterling  Commerce's  fiscal  1995  revenue  was  derived  from  the  International 
Group  compared  to  1 1%  ($18  million)  in  fiscal  1994. 


Revenue  Analysis  by  Product/Service 

Approximately  58%  of  Sterling  Commerce's  fiscal  1 995  revenue  was  derived  from  software  products  and  associated  support 
services,  36%  from  network  services,  and  the  remaining  6%  from  royalties  from  affiliated  companies. 


A three-year  summary  of  source  of  revenue  follows: 


Sterling  Commerce,  Inc. 

Three- Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Software  products 

$71.6 

35% 

$56.3 

36% 

$43.5 

37% 

Software  product  support 

46.2 

23% 

38.0 

24% 

29.9 

25% 

Network  services 

74.1 

36% 

53.2 

34% 

39.5 

34% 

Royalties  from  affiliated  companies  (a) 

11.7 

6% 

8.4 

5% 

4.9 

4% 

Total  (a) 

$203.6 

100% 

$155.9 

100% 

$117.8 

100% 

(a)  Royalties  relate  to  international  licenses  of  software  products  and  product  support  agreements. 

(b)  Differences  due  to  rounding. 


Intel  im  Results 

Revenue  for  the  three  months  ending  December  31,  1995  reached  $56.2  million,  a 25%  increase  over  $45.1  millioi  for  the  same 
perio  1 in  1994.  Net  income  reached  $12.3  million,  compared  to  $8.7  million  for  the  same  period  a year  ago. 


..  Network  services  revenue  increased  28%,  primarily  from  the  growth  in  existing  network  services  custome,  volume  and 
the  addition  of  new  customers,  primarily  in  the  grocery,  hardlines,  and  retail  vertical  markets.  The  number  of  network 
services  customers  grew  from  approximately  9,600  as  of  December  31,1 994  to  1 1 ,900  as  of  December  3 1 1 995. 
a Products  revenue  increased  14%  and  product  support  revenue  increased  29%.  All  of  the  company's  product  lines 

experienced  growth  in  product  revenue  and  product  support  revenue  due  to  the  addition  of  new  customers,  new  product 
offerings,  certain  product  price  increases  and  a continuing  expansion  of  the  installed  customer  base  for  product  support. 
.»  This  growth  was  partially  offset  by  a decline  of  $839,000  or  68%  in  revenue  from  the  federal  government  due  to  the 
federal  government  shutdown  during  the  three  months  ending  December  31,1 995. 


Market  Financials 


Sterling  Commerce  derives  its  revenue  from  the  manufacturing,  grocery,  retail,  banking,  hardlines,  consumer  goods, 
government,  telecommunications,  health  care,  pharmaceuticals,  and  transportation  industries. 

Geographic  Markets 


Approximately  85%  of  Sterling  Commerce's  fiscal  1995  revenue  was  derived  from  North  America  and  15%  from  international 
sources. 

Acquisitions 
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In  March  1995,  Sterling  acquired  MAXXUS,  Inc.  of  San  Francisco  (CA). 

• MAXXUS  provides  PC-based  cash  management  software. 

• The  acquisition  added  200  new  banking  clients  and  extended  Sterling's  offerings  to  include  products  and  services  for 
small  and  medium-sized  financial  institutions  and  added  complementary  electronic  payment  products  to  the  company's 
financial  EDI  offerings. 

• The  operations  of  MAXXUS  have  been  merged  into  Sterling  Commerce's  Banking  Systems  Group. 


In  August  1994,  Sterling  acquired  American  Business  Computer  Company  in  a pooling-of-interests  transaction. 


• American  Business  Computer,  based  in  Detroit  (MI),  developed,  marketed,  and  supported  UNIX-based  EDI  products, 
including  products  that  provide  electronic  commerce  gateway  functionality. 

• The  operations  of  American  Business  Computer  have  been  merged  into  Sterling's  Electronic  Commerce  Group. 

Employees 


As  of  September  30,  1995,  Sterling  Commerce  had  1,009  full-time  employees,  segmented  as  follows: 


Marketing,  sales  and 

sales  support 316 

Customer  support 275 

Technical  personnel 276 

Administration,  finance, 
and  management 142 


1,009 


Key  Products  and  Services 


The  Network  Services  Group,  headquartered  in  Columbus  (OH),  provides  EDI  network  services  and  software  under  the 
COMMERCE  family  name.  As  of  September  30,  1995,  the  group  had  more  than  1 1 ,300  network  customers. 


• COMMERCE:Network  combines  EDI,  E-mail,  library  services  and  file  transfer  into  a full-service  network  offering  that 
supports  all  major  communications,  messaging  and  data  standards  including  BSC,  SNA,  X.25,  X.400,  ANSI  X.12  and 
EDIFACT.  The  network  is  accessible  through  a range  of  connectivity  options,  including  toll-free  dial-up,  internationally 
available  packet-switched  networks  and  the  Internet.  COMMERCE:Network  can  connect  to  more  than  20  other 
networks.  Value-added  services  include  trading  partner  and  vendor  implementation  programs,  extended  customer 
support,  product  training,  education,  consulting,  and  other  professional  services. 

• COMMERCE:Catalog  is  an  electronic  database  of  product  information  that  permits  manufacturers  to  list  products  and 
related  universal  product  code  information  in  a central  repository  in  order  to  place  current  product  and  ordering 
information  quickly  and  easily  in  the  hands  of  buyers. 

• COMMERCE:Interactive,  another  network  service,  accelerates  the  speed  of  transmission  for  time-critical  business 
documents. 

• COMMERCE:Connection  is  a Windows-based  suite  of  software  products  that  provides  integrated  access  to  a range  of 
electronic  commerce  services,  including  EDI,  E-mail,  file  transfer  and  electronic  libraries. 

• COMMERCE:Forms  is  a PC-based  software  product  that  converts  electronic  forms  into  an  EDI  format  and  is  targeted  to 
the  small  to  medium-sized  enterprise  market. 

• Electronic  commerce  training  and  education  are  provided  through  COMMERCE:Institute  and  supplemented  with  on- 
line information  offered  through  COMMERCE:Resource. 

• Network  services  are  generally  provided  to  trading  partners  within  industry  markets.  The  company's  primary  vertical 
industry  markets  include  banking,  consumer  goods,  government,  grocery,  hardlines,  health  care,  manufacturing,  retail, 
telecommunications,  and  transportation. 

• During  fiscal  1995,  Sterling  launched  its  network  services  in  Europe. 

The  Interchange  Software  Group,  based  in  Columbus  (OH),  markets  the  company's  EDI  management  software  products  under 
the  GENTRAN  family  name.  As  of  September  30,  1995,  the  group  had  more  than  3,400  EDI  translation  software  customers. 

• GENTRAN:Basic,  the  base  EDI  translation  product  for  the  mainframe,  AS/400  and  HP  3000  platforms,  translates  data 
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from  internal  formats  for  processing. 

• GENTRAN:Plus  adds  Sterling's  communications  products  to  the  GENTRAN:Basic  offering  for  MVS  or  VSE 
mainframes. 

• GENTRAN:  Realtime  for  MVS  mainframes  provides  on-line  translation  and  EDI  management  capabilities  for  critical 
documents  requiring  immediate  response. 

• GENTRAN: Server  is  an  electronic  commerce  gateway  that  recognizes,  manages  and  routes  all  types  of  business 
messages,  providing  seamless  integration  of  all  the  components  required  to  support  electronic  commerce  at  the 
enterprise  level. 

• GENTRAN:Director  provides  Windows-based  EDI  processing. 

• GENTRAN: Integrator  is  a software  developer's  toolkit  for  GENTRAN: Director,  providing  tools  to  implement  and  EDI- 
enable  PC  applications  for  mass  distribution  or  to  build  templates  and  forms  for  distribution  with  multiple  copies  of 
GENTRAN:Director's  user  interface. 

• GENTRAN:Mentor  uses  expert  systems  technology  and  graphical  navigation  to  automate  EDI  mapping  and  is  available 
for  PC  and  UNIX  platforms. 

• GENTRAN:Excel  provides  EDI  processing  in  PC-DOS  and  UNIX  environments. 

• GENTRAN:Dataguard  provides  data  security  through  encryption/decryption. 

• GENTRAN: Viewpoint  enhances  document  tracking  and  exception  handling. 

• GENTRAN:Examiner  provides  user-defined  tracking  of  health  care  claims  documents. 

• GENTRAN:Client  permits  trading  partner  and  map  development  independent  of  connection  to  the  hosts. 

• GENTRAN:  Structure  allows  the  definition  and  support  of  fixed-format  standards. 


The  Communications  Software  Group,  headquartered  in  Dallas  (TX),  provides  data  communications  products  under  the 
CONNECT  family  name.  As  of  September  30,  1995,  the  group  had  more  than  2,100  installed  customers. 


* The  CONNECT  family  is  a complete  suite  of  integrated  file  transfer  and  communications  management  solutions  that 
support  a variety  of  protocols,  including  BSC,  SNA,  X.25  and  TCP/IP,  on  a variety  of  operating  systems  and  hardware 
platforms,  including  MVS,  VSE,VM,  Tandem,  VMS,  AS/400,  UNIX,  MS-DOS,  OS/2,  NetWare,  Windows,  and 
Windows  NT.  The  products  provide  full-function  automated  file  transfer  for  clients  of  all  industry  classifications. 

* CONNECT:Direct  is  used  primarily  to  move  large  volumes  of  data  with  a focus  on  high  performance  that  iddresses 
intracompany  and  intercompany  requirements.  It  addresses  the  local-area  network  market  with  releases  for  NetWare  and 
Windows  NT. 

* CONNECT:Mailbox  is  used  primarily  to  move  information  between  corporations  with  a focus  on  wide  co:  inectivity.  It 
provides  open  connections  throughout  the  network  to  any  host,  midrange  or  remote  workstation  or  value-added  network. 

* CONNECT:Firewall  is  an  application-layer  security  software  and  enterprise  gateway  management  system  hat  secures 
networks  from  intrusions  via  the  Internet  and  provides  E-mail  and  name-server  administration. 

» CONNECT:Queue  is  a scheduling  and  workload  balancing  system  for  heterogeneous  UNIX  networks. 

The  1 lanking  Systems  Group,  headquartered  in  Dallas  (TX),  specializes  in  software  for  the  item  processing  and  fin  incial  EDI 
open  tions  of  major  banks.  The  division  markets  the  VECTOR  family  of  products.  As  of  December  31,  1995,  Sterl  ing  had 
appr<  ximately  1 ,900  VECTOR  installations  at  more  than  800  banking  institutions  worldwide,  including  99  of  the  op  100  U.S. 
banks. 

» VECTOR  products  are  used  by  major  banks  for  item  processing  applications,  such  as  statement  sorting,  re  search  and 
adjustments,  check  fraud  control,  electronic  check  presentment,  return  item  processing,  and  signature  veril  ication.  The 
products  also  enable  banks  to  provide  integrated  corporate  trade  payment  processing  services  for  both  pap  jr-based  check 
payments  and  electronic  payments. 

* VECTOR:Connexion  provides  financial  EDI  payment  services  for  banks'  key  corporate  customers  and  is  i sed  by  41  of 
the  100  largest  U.S.  bank  holding  companies. 

Clients 


Sterling  Commerce's  customers  include  96  of  the  Fortune  100  industrial  corporations  and  99  of  the  top  100  U.S.  commercial 
banks. 


A sample  of  customers  is  shown  in  the  following  exhibit. 


Exhibit 

Sterling  Commerce  Customers 


Industry /Customers 

Industry/Customers 

Industry/Customer 

Manufacturing 

Amoco  Corporation 
Cummins  Engine  Company,  Inc. 
The  Dow  Chemical  Company 
Imperial  Oil  Limited 

Banking 

Boatman's  Bancshares,  Inc. 
First  Interstate  Bancorp 
First  of  America  Corporation 

Government  and 
Telecommunications 

Alltel  Information  Services,  Inc. 

Bell  Atlantic  Network  Services,  Inc. 
Cincinnati  Bell  Information  Systems 
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Martin  Marietta  Management  Data 
| Systems 

jMead  Corporation 
Mobil  Corporation 
Siemens  Energy  & Automation,  Inc. 
Siemens  Nixdorf  Printing  Systems 
Sun  Microsystems,  Inc. 

Grocery  and  Food  Manufacturing 
Albertson's,  Inc. 

Borden,  Inc. 

The  Kroger  Company 
Nestle  Food  Company 
The  Pillsbury  Company 
'Sara  Lee  Corporation 
jStar-Kist  Foods  Inc. 

Tropicana  Products,  Inc. 

Tyson  Foods  Inc. 

Wakefem  Food  Corporation 
Retail 

American  Stores  Company 
jAmes  Department  Stores 
Best  Buy  Co.,  Inc. 

Dillard's  Department  Stores 
Office  Depot 
Revco  D.S.,  Inc. 

Rite  Aid  Corporation 
Staples,  Inc. 

Target  Stores 
Topco  Sales 


First  Union  Corporation 
Liberty  Bancorp,  Inc. 

NationsBanc  Services,  Inc. 

PNC  Bank,  National  Association 
Union  Bank  & Trust  Co. 

Wachovia  Operational  Services,  Inc. 
Wells  Fargo  & Co. 

Hardlines 

Ace  Hardware  Corp. 

Black  & Decker  (U.S.),  Inc. 

The  Glidden  Company 
Hardware  Wholesalers,  Inc. 

Home  Depot  USA,  Inc. 

Lowe's  Companies,  Inc. 

Newell  Companies 
Servistar/Coast  to  Coast  Corp. 

The  Stanley  Works 
Consumer  Goods 
Hartz  Mountain 
Helene  Curtis 

Kimberly-Clark  Corporation 
Lever  Brothers  Company 
Levi  Strauss  & Co. 

Maybelline,  Inc. 

Nike,  Inc. 

The  Procter  & Gamble  Company 
Rubbermaid,  Incorporated 
Sunbeam-Northern  Company 


Cincinnati  Bell  Information  Systems 
Defense  Logistics  Agency 
Department  of  Agriculture 
Federal  Reserve  Automation  Services 
HHS-Health  Care  Financing  Admin. 
NYNEX  Mobile  Communications 
Social  Security  Administration 
Health  Care  and  Pharmaceuticals 
Abbott  Laboratories 
Baxter  Healthcare  Corporation 
Bayer  Laboratories,  Inc. 

Blue  Cross/Blue  Shield 
Bristol-Myers  Squibb  Company 
Cardinal  Health,  Inc. 

Merck,  Sharp  & Dohme 
MetraHealth 

Schein  Pharmaceuticals,  Inc. 

Upjohn  Company 
Transportation 
Burlington  Northern  Railroad 
Consolidated  Freightways,  Inc. 
Consolidated  Rail  Corporation 
Federal  Express  Corporation 
Freightliner  Corp. 

LogiCorp  Inc. 

Roadway  Services,  Inc. 

Ryder  Dedicated  Logistics 
Skyway  Freight  Systems,  Inc. 

Yellow  Freight  Systems,  Inc. 


Marketing  and  Sales 


Each  of  Sterling  Commerce's  Network  Services,  Communications  Software,  Interchange  Software  and  Banking  Systems  Groups 
has  its  own  sales  and  marketing  organizations. 


• These  organizations  license  and  market  the  company's  products  and  services  in  the  U.S.  and  Canada  through  a 
combination  of  direct  sales,  telesales,  and  telemarketing. 

• Each  group's  sales  and  marketing  organization  may  also  market  the  products  and  services  of  the  company's  other  groups 
when  opportunities  arise. 

The  International  Group  markets  network  services  and  related  products  outside  the  U.S.  and  Canada,  primarily  in  Europe. 
Communications  and  interchange  software  are  marketed  by  Sterling  Software's  International  Group. 


The  Banking  Systems  Group  markets  its  software  products  and  product  support  services  in  the  U.S.  and  internationally. 

Sterling  Commerce's  marketing  strategy  focuses  on  promoting  the  advantages  of  electronic  commerce  and  expanding  the  number 
of  businesses  and  industries  using  Sterling's  products  and  services. 


• Marketing  efforts  are  focused  on  trading  communities  composed  of  trading  partners  in  common  industries  conducting 
recurring  business  transactions. 

• Sterling  emphasizes  sales  to  hub  companies  and  their  trading  partners  in  a range  of  trading  communities. 


Alliances 


In  the  past  several  years,  Sterling  has  entered  into  formal  and  informal  strategic  alliances  with  other  companies  and  trade 
associations,  including  SAP,  Microsoft,  Novell,  VISA,  the  National  Wholesale  Druggists'  Association,  and  the  National 
Hardware  Manufacturers'  Association. 

Competition 


Network  Services  Group  competitors  include  GE  Information  Services,  Advantis,  the  BT/MCI  joint  venture,  Harbinger 
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Corporation,  and  Quick  Response  Services. 


Interchange  Software  Group  competitors  include  Premenos  Technology  Corp.,  Supply  Tech,  and  TSI  International. 

Communications  Software  Group  competitors  include  Computer  Associates,  IBM  and  the  internal  programming  staffs  of  various 
businesses  engaged  in  electronic  commerce. 

Banking  Systems  Group  competitors  include  Computer  Associates,  as  well  as  a number  of  smaller  competitors  that  offer 
products  in  specific  market  niches. 

Assessment 

Sterling  Commerce's  strengths  include: 


• Its  position  as  a market  leader 

• Its  position  as  the  only  EC  provider  with  a comprehensive  range  of  products 

• Its  Blue  Chip  customer  base 

• Its  industry  focus  and  expertise 

• Offering  products  that  run  on  all  major  platforms 

• Financial  stability 

• A proven  and  experienced  management  team 

• Twenty  years  of  experience 

Challenges  include: 


« Expanding  use  of  electronic  commerce  through  the  Internet 
o Expanding  the  network  services  business  globally 

«*  Preparing  for  the  expected  future  deployment  of  services  provided  by  telecommunications  companies 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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UPDATED: 

05/15/1998 


Headquarters 


4215  Edison  Lakes  Parkway 
Suite  300 

Mishawaka,  IN  46545 
U.S. 

Phone: 

Company  Web  Site: 

http://www.summitgroup.com 


President: 

Status: 

Employees: 

Revenue: 


Summary  Info 

David  S.  Jones 
Private 

400  (04/1998) 
N/A 


Capability  Profiles 

CAPABILITY  REGION 

Baan  Services  U.S. 


No  main  company  profile  is  available  for  this  company. 
Click  on  one  of  the  Capability  Profile  links 
to  view  this  company's  capability  profile  in  the  market  hsted. 
For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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SunGard  Data  Systems  Inc. 


Search 


UPDATED: 

04/01/1996 


Headquarters 

1285  Drummers  Lane 
Wayne,  PA  19087 
U.S. 

Phone:  Fax: 

(610)341-8700  (610)341-8739 


Summary  Info 


Chairman/CEO: 

Status: 

Employees: 

Revenue: 


James  L.  Mann 
Public 

3,700(12/1996) 
$ 670.3  mil 


Year  End 


Dec-1996 


Key  Points 


• SunGard  Data  Systems  Inc.  is  a computer  services  and  software  company  that  specializes  in  proprietary  investment  support 
systems,  comprehensive  computer  disaster  recovery  services,  and  proprietary  health  care  information  systems. 

• In  1995,  SunGard  established  its  new  Healthcare  Information  Systems  Group  through  the  acquisition  of  two  providers  of 
work-flow  management  and  document-imaging  systems  to  the  health  care  industry— Intelus  Corporation,  acquired  in 
August  1995,  and  MACESS  Corporation,  acquired  in  October  1995. 

• In  1995,  the  company  made  nine  additional  acquisitions,  described  in  the  Acquisitions  section,  and  another  that  was 
completed  after  the  year  end.  These  acquisitions  provided  additions  to  four  of  the  five  existing  groups  in  1995. 

Company  Description 


SunGaid  Data  Systems  Inc.  provides  a family  of  proprietary  investment  support  systems  for  the  financial  services  industry  via 
remote  processing  and  software  licenses.  The  company  also  provides  disaster  recovery  and  associated  consulting  sendees,  utility 
process  ing,  direct  marketing,  and  various  printing  services,  as  well  as  its  new  line  in  information-management  systems  for  health 
care  organizations. 


The  company's  stock  had  a two-for-one  split  in  July  1995. 

Organization  and  Structure 


SunGaid's  operations  are  decentralized  and  its  management  philosophy  is  one  of  "controlled  entrepreneurship."  The  company's 
service : are  provided  through  separate  business  units,  which  are  organized  into  groups  of  related  businesses. 

Each  business  is  directed  by  its  own  management  team  and  has  its  own  sales,  marketing,  product  development,  oper;  tions,  and 
customer  support  personnel.  Overall  corporate  control  and  coordination  are  achieved  through  centralized  budgeting,  financial  and 
legal  reporting,  cash  management,  and  strategic  planning. 


SunGai  d's  key  executives  are  listed  below: 


Name 

Title 

Kenneth  R.  Adams 
Bruce  H.  Battjer 
Cristobal  I.  Conde 
Philip  L.  Dowd 
Michael  F.  Mulholland 
Michael  K.  Muratore 

CEO,  Healthcare  Information  Systems  Grp 

CEO,  Computer  Services  Grp 

CEO,  Trading  Systems  Grp 

CEO,  Trust  and  Shareholder  Systems  Grp 

CEO,  Recovery  Services  Grp 

CEO,  Financial  Systems  Grp 

The  business  units  are  organized  into  six  groups,  as  follows: 
Investment  Support  Systems 
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• SunGard  Financial  Systems  Group— Provides  portfolio  management,  securities  trading,  and  accounting  systems  for 
financial  institutions,  broker/dealers,  insurance  companies,  governments,  and  corporations.  Subsidiaries/business  units 
within  this  group  include: 

o SunGard  Brokerage  Systems 
o SunGard  Global  Systems 
o SunGard  Government  Systems 
o SunGard  Insurance  Systems 
o SunGard  Securities  Systems 


• SunGard  Trading  Systems  Group— Formerly  known  as  the  SunGard  Capital  Markets  Group,  this  unit  provides  trading,  risk 
management,  and  accounting  systems  for  derivative  instruments,  securities,  and  foreign  exchange  for  international  financial 
institutions,  brokerage  firms,  and  corporations.  Subsidiaries/business  units  within  this  group  include: 
o Front  Capital  Systems 
o Prosoftia 

o Renaissance  Software 
o SunGard  Capital  Markets 
o SunGard  Futures  Systems 


• SunGard  Trust  and  Shareholder  Systems  Group— Provides  trust  and  investment  accounting,  portfolio  management  and 
administration,  securities  trading,  custody,  and  employee  benefit  plan  systems  for  financial  institutions,  stockbrokers,  and 
corporations;  mutual  fund,  stock  and  bond  accounting  systems  for  mutual  funds,  transfer  agents,  and  corporations;  and 
accounting  systems  for  nonprofit  organizations.  Subsidiaries/business  units  within  this  group  include: 
o All  Solutions 
o Bi-Tech  Software 
o Portfolio  Administration  Limited 
o Shaw  Data  Services 
o SunGard  Asset  Management  Systems 
o SunGard/DML 

o SunGard  Employee  Benefit  Systems 
o SunGard  Investment  Systems 
o SunGard  Shareholder  Systems 
o SunGard  Trust  Systems 
o Worrall  Miller  & Associates 

Disaster  Recovery  Services 


• SunGard  Recovery  Services  Group— Provides  comprehensive  business  recovery  services  for  mainframe  and  midrange 
computer  platforms;  workgroup,  mobile,  and  quick-ship  recovery  services;  recovery  planning  software,  and  related 
consulting  and  educational  services.  Subsidiaries/business  units  within  this  group  include: 

o SunGard  Planning  Solutions 
o SunGard  Recovery  Services 

Computer  Services  and  Other 

• SunGard  Computer  Services  Group-Provides  remote-access  computer  processing  and  outsourcing,  and  automated  mailing 
services.  Subsidiaries/business  units  within  this  group  include: 

o SunGard  Computer  Services 
o SunGard  Mailing  Services 

• SunGard  Healthcare  Information  Systems  Group— Provides  work-flow  management  and  document-imaging  systems  for 
health  care  and  financial  institutions.  Subsidiaries/business  units  within  this  group  include: 

o Intelus  Corporation 
o MACESS  Corporation 

Company  Strategy 


SunGard's  business  approach  is  to  focus  on  markets  in  which  it  has  opportunities  to  develop  or  acquire  leading  products  and 
advantageous  market  positions. 


The  company  seeks  to  grow  through  internal  development,  the  acquisition  of  businesses  that  broaden  or  complement  its  existing 
product  lines,  and  more  recently,  the  acquisition  of  businesses  with  new  product  and  business  lines.  Since  its  initial  public  offering 
in  1986,  the  company  has  acquired  twenty-one  investment  support  systems  businesses,  fourteen  disaster  recovery  businesses,  two 
computer  services  businesses,  and  two  health  care  information  systems  businesses. 
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Continual  software  upgrading  and  enhancement  is  central  to  SunGard's  technology  strategy,  which  is  to  use  the  established 
functionality  of  existing  systems  to  develop  state-of-the-art  systems  for  new  technological  environments. 

During  1996,  SunGard  plans  to  upgrade  existing  products,  and  develop  several  new  products  in  each  of  the  company's  groups. 

Financials 


SunGard's  1995  revenue  reached  $532.6  million,  a 22%  increase  over  1994  revenue  of  $437.2  million.  Net  income  rose  13%  over 
$43.1  million  in  1994,  to  $48.7  million  in  1995. 

Excluding  acquired  businesses,  revenue  increased  15%  ($62.6  million)  in  1995,  and  10%  ($36.6  million)  in  1994. 

A five-year  financial  summary  is  shown  on  the  following  page. 

Product  development  expenses  were  approximately  $47.9  million  (9%  of  revenue)  in  1 995,  $35.0  million  (8%  of  revenue)  in  1 994, 
and  $34.3  million  (9%  of  revenue)  in  1993. 

SunGard  expects  total  revenue  to  increase  in  1996,  although  at  a lower  rate  than  in  1995,  primarily  due  to  the  following: 

• An  expected  increase  in  software  license  revenue 

• Continued  growth  in  disaster  recovery  service  revenue,  especially  from  midrange  platforms 

• A full  year  of  operations  from  acquired  businesses 


SunGard  Data  Systems  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$532.6 

$437.2 

$381.4 

$324.6 

$283.6 

• Percent  change  from 
previous  year 

22% 

15% 

15% 

14% 

8% 

. 

Income  before  taxes 

$85.1 

$72.5 

$63.2 

$45.5 

$38.3 

• Percent  change  from 
previous  year 

17% 

15% 

39% 

18% 

5% 

Net  in  ;ome 

$48.7 

$43.1 

$38.5 

$25.8 

$21.5 

• Percent  change  from 
previous  year 

13% 

12% 

49% 

20% 

5% 

Earnings  per  share  (a) 

$1.23 

$1.12 

$1.04 

$0.79 

$0.68 

• Percent  change  from 
previous  year 

10% 

8% 

32% 

17% 

1% 

(a)  Restated  to  reflect  the  company's  two-for-one  stock  split  in  July  1 995. 

Costs  and  expenses  as  a percent  of  revenue  have  remained  relatively  stable  for  SunGard  over  the  past  three  years.  A chart  of  costs 
and  expenses  as  a percentage  of  revenue  for  the  past  three  years  follows: 

SunGard  Data  Systems  Inc. 
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Three- Year  Costs  and  Expenses 

(expressed  as  a percentage  of  revenue) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Cost  of  sales  and  direct  operations 

44% 

45% 

46% 

Sales,  marketing,  and  administration 

21% 

20% 

20% 

Product  development 

9% 

8% 

9% 

Depreciation 

6% 

6% 

5% 

Amortization 

4% 

5% 

4% 

Merger  costs 

1% 

... 

... 

Total 

85% 

84% 

84% 

Revenue  Analysis  by  Product/Service 

INPUT  estimates  that  SunGard's  $438  million  in  U.S.  infonnation  services  revenue  for  1995  was  derived  approximately  as  follows: 


Processing  services 73% 

Applications  software 21% 

Professional  services 5% 

Systems  operations 1% 

100% 


A three-year  source  of  revenue  and  operating  income  summary,  as  provided  by  SunGard  Data  Systems,  follows: 


SunGard  Data  Systems  Inc. 
Three-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Item 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Revenue 

- Investment  support  systems 

$330.6 

62% 

$271.1 

62% 

$243.0 

64% 

- Disaster  recovery  services 

162.3 

31% 

138.7 

32% 

113.2 

30% 

- Computer  services  and  Other 

39.7 

7% 

27.4 

6% 

25.2 

6% 

Total 

$532.6 

ioo%n 

$437.2 

100% 

$381.4 

100% 

Operating  income 

- Investment  support  systems 

$51.7 

65% 

$43.9 

62% 

$38.5 

65% 

- Disaster  recovery  services 

34.9 

43% 

29.2 

42% 

25.0 

42% 

- Computer  services  and  Other 

5.1 

6% 

4.8 

7% 

3.2 

5% 

- Corporate  administration 

(7.4) 

(9%) 

(7.6) 

(11%) 

(7.1) 

(12%) 

- Merger  costs 

(4.2) 

(5%) 

— 

— 

— 

Total 

$80.1 

100% 

$70.3 

100% 

$59.6 

100% 

Investment  support  systems  (ISS)  revenue  increased  22%  ($59.5  million)  during  1995  and  12%  ($28.1  million)  during  1994. 


• Excluding  acquired  businesses,  ISS  revenue  increased  15%  ($39.7  million)  in  1995  and  8%  ($18.3  million)  in  1994. 

• The  1995  increase  was  due  to  a 37%  increase  in  software  license  and  professional  services  revenue  and  an  8%  increase  in 
remote  processing  and  software  maintenance  revenue. 

Disaster  recovery  services  (DRS)  revenue  increased  1 7%  ($23.6  million)  in  1 995  and  23%  ($25.5  million)  in  1 994. 

• Excluding  acquired  businesses,  DRS  revenue  increased  1 5%  in  1 995  and  1 4%  in  1 994. 

• The  $18.7  million  revenue  increase  in  1995  is  primarily  due  to  new  contract  signings  and  contract  renewals,  a significant 
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portion  of  which  were  in  midrange  platforms,  and  a $1.6  million  increase  in  software  license  and  professional  services 
revenue. 

Computer  services  and  other  (CSO)  revenue  increased  45%  ($12.3  million)  in  1995  and  9%  ($2.2  million)  in  1994. 

• Excluding  acquired  businesses,  CSO  revenue  increased  9%  in  1995,  and  in  1994,  excluding  revenue  attributable  to  a 
divested  product  line,  revenue  increased  14%. 

• The  1 995  revenue  increase  is  due  to  volume  growth  in  the  remote-access  computer  services  business,  and  increases  in  the 
company's  mailing  services  business. 


Recurring  revenues  derived  from  remote  processing  services,  disaster  recovery  services,  and  software  maintenance  services  were 
approximately  $425.6  million,  $367.3  million,  and  $321.0  million  in  1995,  1994,  and  1993,  respectively. 

• The  decline  in  percent  of  recurring  revenue  during  1995,  compared  to  1994  and  1993,  is  attributed  to  an  increase  in  percent 
of  software  license  revenue,  which  rose  to  1 2%  of  total  revenue  in  1 995,  from  8%  in  1 994. 

• This  increase  in  percent  of  software  license  revenue  was  due  primarily  to  strong  growth  in  both  the  Trading  Systems 
Group's  products  and  acquired  businesses. 

Interim  Results 

Revenue  for  the  three-month  period  ending  March  31,  1996  reached  $149.8  million,  a 23%  increase  over  $121.5 
million  for  the  same  period  in  1995.  Net  income  was  $ 14.6  million,  an  increase  of  32%  over  $1 1.1  million  for  the  same 
period  a year  ago. 

• Investment  support  systems  revenue  grew  to  $92.7  million  during  the  quarter,  an  increase  of  20%  over  the 
same  period  in  1995. 

• Disaster  recovery  services  revenue  increased  17%  year  to  year,  to  $43.5  million  during  the  period 

• Computer  services  and  other  revenue  increased  to  $13.6  million,  an  increase  of  85%  over  the  same  period  the 
prior  year. 

Market  Financials 


INPUT  estimates  that  the  majority  of  SunGard's  revenue  is  derived  from  the  banking  and  finance  industry.  The  rema  .nder  is  derived 
from  clients  primarily  in  the  insurance,  health  care,  manufacturing,  distribution,  and  utilities  industries,  and  state  and  local 
govern  nent. 

• SunGard’s  investment  support  systems  (ISS)  are  provided  primarily  to  the  financial  services  industry,  including  domestic 
and  international  banks,  and  other  financial  institutions,  brokers/dealers,  mutual  funds  and  transfer  agents,  insurance 
companies,  investment  advisors,  retirement  plan  managers,  and  other  portfolio  managers.  Other  clients  inclu  Je 
governments  and  large  corporations. 

• Disaster  recovery  services  are  provided  primarily  to  users  of  IBM  and  compatible  mainframes,  and  Digital,  1 lewlett- 
Packard,  IBM  midrange.  Prime,  Stratus,  Tandem,  Texas  Instruments,  and  Unisys  computers. 

Geographic  Markets 


Approx  imately  82%  of  SunGard's  1995  revenue  was  derived  from  the  U.S.  and  18%  from  international  sources.  A three-year 
geographic  source  of  revenue  summary  follows: 


SunGard  Data  Systems  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  ot 
Total 

Revenue 

$ 

Percent  ot 
Total 

U.S. 

$437.7 

82% 

$377.0 

86% 

$333.9 

88% 

International 

94.9 

18% 

60.2 

14% 

47.5 

12% 

Total 

$532.6 

100% 

$437.2 

100% 

$381.4 

100% 
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Acquisitions 


In  January  1996,  SunGard  acquired  Worrall  Miller  & Associated  Pty.  Ltd.,  an  Australia-based  provider  of  pension  plan 
administration  software,  which  expands  the  international  operations  of  the  Trust  and  Shareholder  Systems  Group,  especially  in  the 
Pacific  Rim. 


During  1 995,  SunGard  spent  approximately  $24  million  in  cash,  net  of  cash  acquired,  to  acquire  four  investment  support  systems 
businesses  and  two  disaster  recovery  services  businesses.  The  company  also  issued  a total  of  4,253,000  shares  of  its  common  stock 
to  acquire  one  investment  support  systems  business  and  two  health  care  information  systems  businesses  in  transactions  that  were 
accounted  for  as  poolings  of  interest. 


• In  December  1995,  SunGard  acquired  the  disaster  recovery  business  of  the  Newtrend  Division  of  Electronic  Data  Systems 
Corporation,  which  consists  primarily  of  recovery  services  for  users  of  Unisys  and  Unisys-compatible  mainframe 
computers.  This  acquisition  has  expanded  the  customer  base  of  the  company's  Unisys  disaster  recovery  platform. 

• In  November  1995,  the  company  acquired  Renaissance  Software,  Inc.,  a Los  Altos  (CA)-based  provider  of  trading,  risk 
management,  and  accounting  systems  to  large  banks  and  other  market-makers  that  trade  over-the-counter  interest  rate 
derivatives.  This  purchase  enhances  SunGard's  ability  to  market  risk  management  and  derivative  trading  software  systems 
to  the  very  largest  financial  and  "buy-side"  institutions. 

• All  Solutions  Financial  Systems,  a provider  of  fund  and  asset  administration  systems  in  Australia  and  New  Zealand,  was 
acquired  in  September  1995,  also  contributing  to  the  expansion  of  the  Trust  and  Shareholder  Systems  Group. 

• MACESS  Corporation,  a provider  of  work-flow  management  and  document-imaging  systems  to  the  health  care  industry, 
was  acquired  in  October  1995.  This  acquisition,  along  with  the  acquisition  of  Intelus  Corporation,  was  made  to  form 
SunGard's  new  Healthcare  Information  Systems  Group. 

• In  August  1 995,  the  Financial  Systems  Group  acquired  Market  Investment  Solutions,  Inc.  (MIS),  a Colorado-based 
provider  of  microcomputer  investment  management,  accounting,  and  reporting  systems  for  the  insurance  industry.  This 
acquisition  complements  the  large  mainframe-based  systems  that  SunGard  provides  to  this  market. 

• In  August  1 995,  SunGard  acquired  Intelus  Corporation,  also  a provider  of  work-flow  management  and  document-imaging 
systems  to  the  health  care  industry.  This  purchase  provided  a portion  of  the  foundation  for  SunGard's  new  Healthcare 
Information  Systems  Group. 

• In  July  1 995,  the  company  purchased  Bi-Tech  Software,  Inc.,  a California-based  provider  of  accounting  systems  to 
nonprofit  organizations.  This  business  was  also  folded  into  the  operations  of  the  company's  investment  support  systems 
business. 

• The  Recovery  Services  Group,  the  disaster  recovery  software  business  of  ChiCor  Information  Management,  Inc.,  was 
acquired  in  March  1 995,  significantly  expanding  the  customer  base  of  SunGard's  disaster  recovery  business. 

• In  February  1995,  DML,  a New  York-based  provider  of  securities  lending  and  brokerage  accounting  software  systems,  was 
acquired  and  incorporated  into  SunGard's  Trust  and  Shareholder  Systems  Group. 

Employees 


As  of  December  31,  1995,  SunGard  had  approximately  2,900  full-time  employees. 


Currently,  the  company  has  approximately  3,000  employees. 

Key  Products  and  Services-  -Investment  Support  Systems 


SunGard  designs,  markets,  and  maintains  a comprehensive  family  of  proprietary  investment  support  systems  for  the  financial 
services  industry. 


The  investment  support  systems  are  delivered  primarily  as  remote  processing  services  using  SunGard  computer  equipment,  and  also 
through  software  licenses  for  use  on  the  customer's  own  computers. 


• The  systems  automate  the  complex  accounting  calculations,  record  keeping,  and  reporting  associated  with  investment 
operations. 

• During  1995,  the  company  continued  product  unification  efforts  to  provide  customers  with  access  to  multiple  systems  and 
data  through  common  graphical  interfaces  and  shared  databases. 

• Some  of  the  company's  mainframe  computer  systems  were  converted  to  client/server  technology  during  1 995. 

Investment  Accounting  and  Portfolio  Management  Systems 

SunGard's  investment  accounting  and  portfolio  management  systems  maintain  the  books  of  record  for  all  types  of  large  investment 
portfolios,  such  as  those  managed  by  banks,  mutual  funds,  employee  retirement  plans,  and  insurance  companies. 


http://www.mput.  com/vaps/vaps_profile.cfm?COMPANY_ID=  156 


3/16/99 


INPUT  Vendor  Profile  - SunGard  Data  Systems  Inc. 


Page  7 of  13 


Principal  investment  accounting  and  portfolio  management  systems  are  summarized  in  the  following  table. 

Investment  Accounting 
and  Portfolio  Management  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

INVEST  ONE® 

IBM  mainframe 
UN  IX  workstation 

Remote  processing 
service  and  software 
license 

Software  license 

International  banks,  large  bank 
trust  departments,  mutual  funds, 
insurance  companies,  and  other 
financial  institutions 

ON-LINE'" 

Bull  mainframe 

Remote  processing 
service 

Institutional  and  retail 
investment  advisers  and 
other  portfolio  managers 

on-site‘m 

UNIX  workstation 

Software  license 

Institutional  and  retail 
investment  advisers  and 
other  portfolio  managers 

ON-CORE™ 

Microcomputer 

Software  license 

Institutional  and  retail 
investment  advisers  and 
other  portfolio  managers 

MONEYMAX®/ 
SERIES  2™ 

UNIX  workstation 

Remote  processing 
service 

Government  treasurers  and 
financial  institutions 

PAL™ 

IBM  midrange 

Remote  processing 
service 

United  Kingdomstockbrokerage  firms 
and  fund  managers 

PMS'"/APS'“ 

Microcomputer 

Software  license 

Small  banks,  thrifts,  and 
other  financial  institutions 

PAR  EX® 

Microcomputer 

Software  license  and 
remote  processing 
service 

Insurance  companies 

PRISM™ 

IBM  mainframe 

Software  license 

Insurance  companies 

SDIM™ 

Microcomputer 

Software  license 

Insurance  companies 

SERIES  1™ 

Microcomputer 

Software  license 

Insurance  companies 

• In  August  1995,  SunGard  expanded  its  investment  accounting  systems  product  line  for  insurance  companies  with  the 
addition  of  the  PAR  EX  and  SDIM  products,  acquired  through  the  purchase  of  Market  Investment  Solutions,  Inc. 

• SunGard  also  provides  general  ledger  accounting  systems  to  insurance  companies  and  nonprofit  organizations.  These 
products  include  ABC™  (Accounting  Budget  and  Cost  System),  CDS™  (Cash  Disbursement  System),  and  EAS™ 
(Enterprise  Accounting  System)  for  insurance  companies,  and  IFAS™  (Interactive  Fund  Accounting  System)  for 
educational  institutions,  state  and  local  governments,  and  other  nonprofit  organizations.  These  products  were  acquired  with 
the  purchase  of  Bi-Tech  Software,  Inc.  in  July  1995. 


Securities  Trading  and  Accounting  Systems 

SunGard's  securities  trading  and  accounting  systems  perform  investment  accounting  functions  as  well  as  maintaining  inventories, 
processing  trade  activities,  and  monitoring  compliance  with  government  regulations  and  limits.  These  systems  are  used  primarily  by 
the  "sell  side"  of  the  investment  business. 


Principal  software  products  in  this  category  are  summarized  in  the  following  table. 


Securities  Trading 
and  Accounting  Systems 
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System 

Platform 

Mode  of  Delivery 

Primary  Markets 

BOLTI™.  BOLT  2™ 

IBM  mainframe 

Remote  orocessincr 

Domestic  bank  caoital  markets 
deoartments.  brokers/dealers, 
and  other  financial  institutions 

GSM  Global 
Securities  Managei® 

Digital  VAX,  UNIX 
workstation 

Software  license 

Domestic  bank  capital  markets 
departments,  brokers/deale  is 
and  other  financial  institutions 

INTRADER® 

UNIX  workstation 

Software  license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

MONEYMARKET  IF 

Digital  VAX 

Remote  processing 
service  and  software 
license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

OMNI  SA™ 

IBM  mainframe 
IBM  AS/400 
IBM  R S/6000 

Remote  processing 
service  and  software 
license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

PHASE31® 

Tandem 

Remote  processing 
service  and  software 
license 

Domestic  bank  capital  markets 
departments,  brokers/dealers 
and  other  financial  institutions 

During  1995,  SunGard  introduced  the  SUNGARD  SOLUTIONS  NETWORK™,  which,  through  strategic  alliances,  provides 
customers  with  third-party  services  such  as  securities  descriptions,  pricing,  analytics,  and  clearing. 


Trust,  Global  Custody  and  Securities  Lending  Systems 


The  company's  trust  systems  automate  the  investment  operations  unique  to  the  bank  trust  business.  Global  custody  systems 
automate  the  functions  associated  with  the  worldwide  custody  and  safekeeping  of  investment  assets.  Securities  lending  systems 
automate  the  functions  associated  with  worldwide  securities  lending  activities. 


SunGard's  principal  trust,  global  custody,  and  securities  lending  systems  are  summarized  in  the  following  table. 


Trust,  Global  Custody 
and  Securities  Lending  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

AUTOTRUST® 

IBM  mainframe 

Remote  processing 
service 

Small  and  medium-sized  bank  trust 
departments 

OMNI  ES™ 

IBM  mainframe 

Software  license  and 
remote  processing 
service 

Large  and  medium-sized  bank 
trust,  custody,  and  security 
departments 

OMNI  1C™ 

Scalable, 
multi  platform 

Software  license 

Bankglobal  custody 
departments 

OMNILEND™ 

IBM  mainframe 
UNIX  workstation 

Software  license  and 
remote  processing 
service 

Banks,  broker/dealers,  and 
oth erfinancial  institutio ns 

OMNI  IFS™ 

Microcomputer 
UNIX  workstation 

Software  license 

Banks,  broker/dealers,  and 
other  financial  institutions 

microtrusT® 

Microcomputer 

Software  license 

Small  bank  trust  departments 

• During  1 995,  the  first  major  phase  of  development  of  a Windows  version  of  AUTOTRUST,  known  as  the  CHARLOTTE™ 
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system,  was  completed. 

• SunGard  also  consolidated  its  single-currency  large  bank  trust  department  product,  OMNITRUST®,  and  its  multi-currency 
global  custody  product,  OMNI  GS®,  into  the  single  product,  OMNI  ES,  during  1995. 

• OMNILEND,  SunGard’s  principal  lending  product,  was  acquired  through  the  purchase  of  DML  in  February  1 995. 

EXPEDITER™,  which  facilitates  the  automated  entry  of  mutual  fund  transactions,  is  also  marketed  to  the  company's  trust 
accounting  systems  customers. 

Derivatives  Trading  Systems 

SunGard's  derivatives  trading  systems  are  also  used  primarily  by  the  "sell  side"  of  the  investment  business.  These  systems  provide 
trading  support,  risk  management,  trade  processing,  and  accounting  functions.  They  also  assist  with  hedging  strategies  and 
monitoring  compliance  with  capital  requirements,  trading  limits,  and  government  regulations. 


The  following  table  shows  the  principal  software  products  in  this  category. 

Derivatives  Trading  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

DEVON 

DERIVATIVES 

SYSTEM™ 

Windows  NT 
UNIX  workstation 

Software  license 

International  bank  tradina 
rooms  and  capital  markets 
deoartments:  tradina  rooms  of 
other  financial  Institutions 

DEVON  FOREX 
SYSTEM'" 

UNIX  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

PANORAMA™ 

Windows  NT 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

DEVON  SECURITIES 
SYSTEM'” 

Windows  NT 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

INTAS® 

UNIX  workstation 
Digital  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

OPvASlst 

UNIX  workstation 
Digital  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

OPUS® 

UNIX  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

TRADEIMET™ 

Windows 
Windows  NT 
UNIX  workstation 

Software  license 

International  bank  trading 
rooms  and  capital  markets 
departments;  trading  rooms  of 
other  financial  institutions 

OCTAGON™ 
FUTURES  SYSTEM 

UNIX  workstation 
Digital  workstation 

Software  license  and 
remote  processing 
service 

International  banks  and 
brokerage  firms  active  In  trie 
futures  markets  for  principal 
and  customer  business 
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The  OPUS  risk  management  and  interest  rate  derivatives  application  product  family  was  acquired  with  the  acquisition  of 
Renaissance  Software,  Inc.  in  November,  1995. 

Participant  Accounting  Systems 

Participant  accounting  systems  automate  the  investment  operations  associated  with  defined  contribution  retirement  plans  such  as 
40 1 (k)  plans. 


Participant  Accounting  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

OMNIPLAN® 
OMNI  PAY'® 
OMNIDBEN™ 

IBM  mainframe 

Remote  processing, 
software  license,  and 
full  service  bureau 
processing 

Corporate,  bank,  and  other 
retirement  plan  managers 

UNIX  workstation 

Software  license 

Corporate,  bank,  and  other 
retirement  plan  managers 

IBM  AS/400 

Software  license 

Corporate,  bank,  and  other 
retirement  plan  managers 

Microcomputer 

Software  license 

Corporate,  bank,  and  other 
retirement  plan  managers 

MPR"“ 

Microcomputer 

Software  license 

Small  and  medium-sized  banks 

During  1995,  SunGard  continued  development  of  OMNIPLUS™,  the  successor  to  OMNIPLAN,  which  will  support  all  types  of 
defined  contribution  plans. 


Investment  Reporting  and  Analysis  Systems 

Investment  reporting  and  analysis  systems  accept  accounting  data  from  other  investment  support  systems,  perform  special  analyses 
for  fund  managers  and  customers,  and  produce  regulatory  reports  for  retirement  plan  sponsors  and  participants. 

The  company's  principal  software  products  in  this  category  are  shown  in  the  table  below. 


Investment  Reporting  and  Analysis  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

DATAPREP™ 

EMBERS'® 

IBM  mainframe 

Remote  processing  & 
software  license 
services 

Corporate,  bank,  and  other 
retirement  plan  managers 

SUPERF4® 

IBM  mainframe 

Remote  processing  & 
software  license 
services 

Corporate,  bank  and  other 
retirement  plan  managers 

OMNISTATION'" 

UNIX  workstation 

Software  license 

Large  and  medium-sized  banks 

During  1995,  SunGard  introduced  GLOBAL  CLIENT  REPORTING™,  which  provides  comprehensive  investment  reporting  of  all 
assets  and  liabilities  for  both  master  trust  and  global  custody  accounts. 


Shareholder  Accounting  Systems 


Shareholder  accounting  systems  automate  the  transfer  agent  process  for  stock,  bond,  and  mutual  fund  issues.  The  company's 
principal  shareholder  accounting  systems  are  shown  below. 
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principal  shareholder  accounting  systems  are  shown  below. 


Shareholder  Accounting  System 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

1NVESTAR® 

IBM  mainframe 

Remote  processing 
service 

Large  mutual  fund  managers 
and  transfer  agents 

SUNSTAR® 

IBM  mainframe 

Remote  processing 
service  and  software 

Large  bank,  corporate,  and 
utility  stock  and  bond 

UNIX  workstation 

license 

transfer  agents 

SunGard  also  markets  POWERIMAGE®,  a work-flow  management  and  document-imaging  software  system,  to  users  of  its 
shareholder  accounting  systems. 

Key  Products  and  Services— Disaster  Recovery  Services 


SunGard  Recovery  Services  Inc.'s  recovery  services  are  marketed,  directly  and  through  representatives,  to  users  of  Digital,  and  IBM 
(and  compatible)  mainframe  computers,  HP  and  IBM  midrange  (AS/400,  RS/6000,  and  Systems/3X)  computers,  and  Sequent, 
Stratus,  Tandem,  and  Unisys  computers. 

SunGard's  Work  Group  RecoverySM,  is  the  company's  disaster  recovery  service  that  includes  five  multipurpose  testing  and  recovery 
MetroCenters®  in  the  U.S. 

• These  multiple  hotsite  and  coldsite  facilities  provide  customers  with  the  use  of  general  office  space  and  offic  e equipment,  as 
well  as  enhanced  remote  operation  capabilities  for  using  SunGard's  disaster  recovery  systems  for  tests  or  recovery 
operations  without  traveling  to  a SunGard  hotsite. 

• This  service  also  includes  MegaVoice®,  a centralized  voice  communications  recovery  service  that  can  redirect  the 
customer's  incoming  telephone  calls  to  the  alternate  recovery  site. 

• MetroCenters  are  located  in  Boston  (MA),  Dallas  (TX),  Toronto  (Canada),  St.  Paul  (MN),  St.  Louis  (MO),  5 anta  Ana  (CA), 
Herndon  (VA),  Jersey  City  (NJ),  Beechwood  (OH),  and  Northvale  (MI). 

• During  1995,  SunGard  introduced  Program  Management  Services,  which  encompasses  the  design,  coordination,  and 
management  of  all  aspects  of  a customer's  disaster  recovery  programs. 


Most  o 'the  company's  disaster  recovery  customers  purchase  a basic  package  of  services  that  includes: 

• Use  of  a hotsite  for  six  weeks  to  recover  from  any  computer  center  failure 

• Use  of  a coldsite  for  six  months  if  recovery  operations  must  continue  for  more  than  six  weeks 

• Use  of  a hotsite  to  regularly  test  disaster  recovery  procedures 

• Use  of  adjacent  office  and  terminal  space  during  recovery  operations  and  tests 

• Technical  assistance  when  conducting  recovery  operations  and  tests 

• Technical  assistance  with  designing  and  implementing  a backup  communications  network 

SunGard's  MegaCenters®  are  multiple  hotsite  and  coldsite  facilities  that  customers  may  use  directly  or  remotely. 


SunGard  operates  five  MegaCenters  as  follows: 

• Atlanta,  with  eight  Digital,  one  Prime,  and  one  Texas  Instruments  hotsite 

• Chicago,  with  three  IBM  mainframe,  three  IBM  midrange,  one  Tandem,  and  one  Unisys  (mobile)  hotsite 

• Philadelphia,  with  five  Digital,  seven  HP,  four  IBM  mainframe,  one  Sequent,  four  Stratus,  and  two  Tandem  hotsites,  and 
nine  mobile  HP,  ten  IBM  midrange,  one  NCR,  and  six  Sun  Microsystems  computer  systems.  In  1995,  this  facility  also 
opened  a local-area  network  (LAN)  server  center. 

• Warminster  (PA),  with  six  Unisys  hotsites 

• Scottsdale  (AZ),  with  five  Prime  and  five  Unisys  computers,  and  one  Unisys  mobile  computer 

As  of  December  31,  1995,  SunGard  had  approximately  6,300  disaster  recovery  contracts  in  force.  These  contracts  generally  require 
the  payment  of  monthly  fees  and  range  in  duration  from  one  to  five  years. 

During  1 995,  SunGard  continued  expanding  its  matrix  switching  capabilities  to  allow  for  more  efficient  communications  during 
customer  tests  and  recovery  operations.  The  company  is  also  implementing  a synchronous  optical  network  (SONET)  in  the  New 
York,  northern  New  Jersey,  and  Philadelphia  markets,  which  was  to  be  operational  in  early  1 996. 
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In  1995,  the  customer  base  of  the  company's  Unisys  platform  offerings  was  expanded  through  the  acquisition  of  the  Newtrend 
Division  of  Electronic  Data  Systems  Corporation. 


Through  SunGard  Planning  Solutions  Inc.,  the  company  provides  disaster  recovery-related  consulting  and  education  professional 
services  and  software  products. 


• Professional  consulting  services  for  disaster  recovery  and  business  resumption  planning  include  risk  analyses;  developing, 
preparing,  and  updating  customized  disaster  recovery  plans  and  manuals;  and  auditing  customers'  disaster  recovery 
procedures  and  recommending  improvements. 

• SunGard  regularly  conducts  seminars  and  industry  conferences  on  disaster  recovery  and  related  topics. 

• The  company  also  markets  DP/90  PLUS®,  a microcomputer  software  package  that  automates  the  preparation  and 
maintenance  of  disaster  recovery  plans. 

• SunGard  also  markets  CBR™  Comprehensive  Business  Recovery,  a Windows-based  microcomputer  software  product  that 
automates  the  preparation  and  maintenance  of  disaster  recovery  plans. 

• In  March  1995,  the  disaster  recovery  planning  software  business  of  ChiCor  Information  Management,  Inc.  was  acquired, 
augmenting  the  company's  disaster  recovery  services. 

Key  Products  and  Services— Computer  Services  and  Other 


Computer  Services 

SunGard  provides  remote-access  computer  services  primarily  to  software  developers  and  government  agencies,  and  also  provides 
outsourcing  services.  In  addition,  the  company  provides  direct  marketing  computer  services  and  automated  mass  mailing  and 
printing  services  through  computer  centers  in  Voorhees  (NJ)  and  Birmingham  (AL). 

Healthcare  Information  Systems 

The  Healthcare  Information  Systems  Group,  formed  in  1995,  provides  work-flow  management  and  document-imaging  systems 
primarily  to  health  care  institutions  and  health  insurance  companies,  as  well  as  to  financial  institutions,  corporations,  and 
government  agencies. 


SunGard's  principal  systems  in  this  category  are  shown  in  the  following  table. 

Healthcare  Information  Systems 


System 

Platform 

Mode  of  Delivery 

Primary  Markets 

1-MAX™ 

Microcomputer 

Software  license 

Health  insurance  companies 

ChartFlo®  2000 

UNIX  workstation 
Microcomputer 

Software  license 

Hospitals,  health  care  institutions, 
and  medical  clinics 

AccountFlo™ 

UNIX  workstation 
Microcomputer 

Software  license 

Hospitals,  health  care  institutions, 
and  medical  clinics 

ProeessFlo® 

UN  IX  workstation 
Microcomputer 

Software  license 

Banks  and  other  financial  institutions, 
and  government  agencies 

The  Healthcare  Information  Systems  Group  is  comprised  of  Intelus  Corporation,  acquired  in  August  1 995,  and  MACESS 
Corporation,  acquired  in  October  1995. 

Marketing  and  Sales 


SunGard  markets  its  specialized  computer  services  and  software  throughout  the  U.S.  and  internationally  via  its  direct  sales  force. 
The  company  develops  and  maintains  proprietary  marketing  information  by  identifying  prospective  customers  through  a variety  of 
databases  and  other  sources,  then  marketing  directly  to  them.  SunGard  also  conducts  seminars  and  participates  in  industry 
conferences  to  attract  customers. 


Alliances 
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Alliances 


SunGard  Recovery  Services  and  Applied  Communications  Inc.  (AC1)  have  an  alliance  combining  SunGard's  disaster  recovery 
expertise  with  ACI's  Tandem-specific  support  through  its  ASTech  Services  program  to  offer  Tandem  users  enhanced  subscriber 
testing  and  recoverability. 


SunGard  Planning  Solutions  has  marketing  relationships  with  LEGENT  Corporation  and  Dialogic  Communications  Corporation 
(DCC)  whereby  SunGard  can  market  LEGENT's  Sunrise  automated  recovery  software  and  DCC's  PC-based  disaster  recovery 
telenotification  software. 


SunGard  also  has  alliances/marketing  agreements  with  various  vendors  as  follows: 


• GE  Capital  Computer  Leasing 

• Bell  Atlantic  Business  Systems  Services 

Competition 


SunGard's  primary  competitors  for  its  computer  disaster  recovery  services  include  Comdisco  Disaster  Recovery  Services,  Inc.  and 
IBM  (Integrated  Systems  Solutions  Corporation). 

Although  SunGard  has  no  major  competitors  for  its  investment  support  systems,  there  are  numerous  other  data  processing  and 
financial  software  vendors,  categorized  into  two  broad  groups-smaller  specialized  investment  support  systems  companies,  and 
larger  computer  services  companies  whose  principal  businesses  are  not  in  the  investment  support  systems  area,  such  as  Automatic 
Data  Processing,  Inc.  and  First  Data  Corporation. 


The  health  care  information  systems  business  competes  primarily  with  larger  companies  that  provide  imaging  systems  to  multiple 
industries. 

INPUT  Assessment 


SunGard  has  distinguished  itself  from  competitors  by  the  spectrum  of  investment  support  system  products  offered.  As  well,  by 
providing  its  disaster  recovery  products  and  services  on  multiple  platforms,  the  company  is  offering  comprehensive  services  that 
provides  it  with  a competitive  advantage  over  other  providers.  This  depth  and  variety  of  offerings  supports  the  company's  goal  of 
becoming  a one-stop  shopping  provider  in  the  investment  support  systems  and  disaster  recovery  services  markets. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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Trusted  Information  Systems 


Search 


UPDATED: 

10/01/1997 


Headquarters 

3060  Washington  Road  (Rt.  97) 

Glenwood,  MD  21738 

U.S. 

United  Kingdom  Office 


Summary  Info 

Chairman/ 

Pres/CEO: 

Status: 

Employees: 

Revenue: 


Stephen  T.  Walker 
Public 

293  (07/1997) 

$ 26.4  mil 


Unit  8,  Commerce  Park 

Brunei  Road  Year  End  Dec-1996 

Theale,  Berks  RG74AE 
United  Kingdom 

Phone:  Fax: 

(301)  854-6889  (30 1 ) 854-5363 

Company  Web  Site: 

http://www.tis.com 


Key  Points 


• Trusted  Information  Systems  (TIS)  is  a global  provider  of  full-service  security  solutions  for  computer  networks. 

• In  June  1997,  TIS  announced  that  it  is  developing  security  management  tools  designed  for  use  with  Microsoft® 
Proxy  Server  and  the  next  version  of  Windows  NT®  Server. 

• In  April  1997,  TIS  launched  its  next  generation  of  Gauntlet®  network  security  solutions,  including  the  new 
Gauntlet  Firewall  and  Gauntlet  Global  Virtual  Private  Network  (GVPN)  products. 


Company  Description 

TIS,  founded  in  1983,  provides  full-service  security  solutions  for  protection  of  computer  networks,  incl  uding  global 
Internet-based  systems,  internal  networks,  individual  workstations,  and  laptops. 

In  October  1996,  TIS  completed  its  initial  public  offering  of  2.9  million  shares  of  common  stock,  raisin  * approximately 
$45.4  r tillion.  Out  of  the  proceeds,  the  company  repaid  about  $4.9  million  if  its  short-term  borrowings  and  notes 
payable. 


TIS  cu:  rently  has  two  operating  divisions:  the  Commercial  Division  and  the  Advanced  Research  and  I ’.ngineering 
("AR&E")  Division. 


• The  Commercial  Division  derives  revenue  from  the  company’s  Gauntlet®  family  of  firewall  products,  from  its 
commercial  consulting  services,  and  from  its  RecoverKey™  exportable  cryptography  enabling  products.  About 
70%  of  the  company’s  revenue  is  derived  from  the  Commercial  Division. 

• The  Advanced  Research  and  Engineering  Division  consists  primarily  of  research,  development,  and  consulting 
in  computer  and  related  security  systems. 

Operations  and  Structure 


Trusted  Information  Systems  is  headquartered  in  Glenwood  (MD). 

The  company  maintains  offices  in  Los  Angeles  and  Mountain  View  (CA),  McLean  (VA),  and  Rockville  (MD). 

The  company’s  key  executives  are  listed  in  Exhibit  1. 

Exhibit  1 
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Trusted  Information  Systems 
Key  Executives 


Name 

Title 

Stephen  T.  Walker 

Founder,  President,  CEO, 
Chairman,  Director 

Martha  A.  Branstad 

EVP,  Director,  COO,  President 
of  AR&E  Division 

Harvey  L.  Weiss 

EVP,  Director  & President, 
Commercial  Division 

Homayoon  Tajalli 

EVP,  General  Manager, 
Cryptographic  Products 

Ronald  W.  Kaiser 

EVP,  CFO 

Fredrick  M.  Avolio 

VP,  Technology  Marketing 

Charles  Baggett 

VP,  Commercial  Consulting 

Gina  Dubbe 

VP,  Sales  & Marketing 

R.  William  Thompson 

VP,  Business  Development 

Source:  Trusted  Information  Systems 


TIS  has  wholly-owned  subsidiaries  as  follows: 

• Trusted  Information  Systems  Limited,  located  in  Berkshire  (U.K.),  was  established  in  1992  to  conduct  activitie 
in  the  U.K. 

• Trusted  Information  Systems  GmbH,  located  in  Munich  (Germany),  was  established  in  1996  to  conduct 
activities  in  Germany. 

Employees 

As  of  July,  1997,  TIS  had  approximately  293  employees  worldwide,  segmented  as  follows: 


Marketing  and  sale  s 

70 

Customer  support 

41 

Research  and  development 

109 

Computer  operations 

12 

General  and  administrative 

61 

293 

The  company  currently  has  276  employees  located  in  the  U.S.  and  17  in  Europe. 

Company  Strategy 


TIS’s  mission  is  to  provide  computer  and  communications  security  solutions  that  enable  corporations  and  government 
information  systems  to  use  the  power  of  the  Internet  securely.  Key  elements  of  the  company’s  strategy  are  to: 
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• Provide  comprehensive  security  solutions  at  all  levels 

• Increase  market  penetration  through  multiple  channels 

• Expand  consulting  services 

• Leverage  government  research  and  engineering  into  commercially  available  products 

Financials 

Total  1996  revenue  reached  $26.4  million,  a 46%  increase  over  1995  revenue  of  $18.1  million.  The  company  recorded 
net  losses  of  $2.2  million,  compared  to  a net  income  of  $2.3  million  in  1995. 

A five-year  financial  summary  is  shown  in  Exhibit  2. 

Research  and  development  expenditures  were  approximately  $3.9  million  (15%  of  revenue)  in  1996,  compared  to  $1.1 
million  (6%  of  revenue)  in  1995  and  $0.6  million  (5%  of  revenue)  in  1994. 


Exhibit  2 

Trusted  Information  Systems  Five-Year  Worldwide  Financial  Summary  ($  Millions  except  per-share  and  per 

employee  data)  Fiscal  Year 


Item 

1996 

1995 

1994 

1993 

1992 

Revenue 

$26.4 

$18.1 

$13.1 

$8.8 

$6.8 

• Percent  change  from  previous  year 

46% 

38% 

N/A 

29% 

N/A 

Income  (loss)  before  taxes 

$(3.6) 

$2.3 

$1.2 

$0.07 

$0.1 

• Percent  change  from  previous  year 

(259%) 

90% 

* 

(42%) 

N/A 

Net  income  (loss) 

$(2.2) 

$1.3 

$0.7 

$0.4 

$0.7 

• Percent  change  from  previous  year 

(269%) 

86% 

99% 

(52%) 

N/A 

Revenue  per  employee 

$90,000 

N/A 

N/A 

N/A 

N/A 

Earnings  (loss)  per  share 

$(0.25) 

$0.15 

$0.08 

$- 

$0.01 

• Percent  change  from  previous  year 

(267%) 

88% 

N/A 

N/A 

N/A 

Source:  Trusted  Information  Systems 


* Percent  change  exceeds  1,000%. 

Interim  Results 

Revenue  for  the  six  months  ending  June  27,  1997  reached  $17.5  million,  an  increase  of  82%  over  revenue  of  $9.6 
million  for  the  same  period  in  1996.  The  company  experienced  a net  loss  of  $3.1  million  for  the  quarter,  compared  to  a 
net  loss  of  $0.5  million  the  previous  year. 

• Losses  were  attributed  to  the  expansion  of  the  international  marketing  and  distribution  efforts  and  due  to 
firewall  and  RecoverKey™  development  activities. 

• Commercial  products  revenue  rose  to  $1 1.0  million,  an  increase  of  195%  over  revenue  of  $3.7  million  the 
previous  year. 

• Government  contracts  revenue  was  $4.8  million  for  the  period,  compared  to  $5.4  million  during  the  same  perio 
in  1996. 

• Commercial  consulting  services  revenue  rose  to  $1.1  million  for  the  period,  from  $0.5  million  during  the  same 
period  in  1996. 
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Revenue  Analysis  by  Product/Service 

Approximately  52%  of  TIS’s  1996  worldwide  revenue  was  derived  from  commercial  products,  42%  from  government 
contracts,  and  6%  from  commercial  consulting. 

• Commercial  product  revenue  increased  218%  primarily  due  to  increased  sales  of  licenses  of  Gauntlet  Internet 
Firewalls  directly  to  customers  and  through  the  company’s  resellers. 

• Government  contract  revenue  fell  10%  primarily  due  to  the  company’s  reallocation  of  personnel  to  its 
commercial  activities. 

• Commercial  consulting  services  revenue  increased  12%  primarily  due  to  the  completion  of  a substantial  numbe 
of  commercial  consulting  contracts  during  the  third  and  fourth  quarters  of  1996. 

Exhibit  3 displays  a three-year  source  of  revenue  summary. 

Exhibit  3 


Trusted  Information  Systems 
Three-Year  Source  of  Worldwide  Revenue  Summary 

($  Millions)  Fiscal  Year 


Product/Service 

1996 

Revenue 

$ 

1996 

Percent  of 
Total 

1995 

Revenue 

$ 

1995 

Percent  of 
Total 

1994 

Revenue 

$ 

1994 
Percent 
of  Total 

Commercial  products 

$13.6 

52% 

$4.3 

24% 

$1.0 

8% 

Government  contracts 

11.1 

42% 

12.3 

68% 

11.2 

86% 

Commercial  consulting 

1.7 

6% 

1.5 

8% 

0.9 

7% 

Total 

$26.4 

100% 

$18.1 

100% 

$13.1 

100% 

Source:  Trusted  Information  Systems 


Geographic  Markets 

The  majority  of  TIS’s  revenue  is  derived  from  the  U.S.  Revenue  from  the  company’s  European  subsidiaries  in  1996  wa 

4.0%  of  total  revenue,  compared  to  3.1%  of  revenue  in  1995. 

Key  Products  and  Services 

Products 

• In  July  1997,  TIS  announced  that  its  firewall  technology  is  rated  #1  in  use  and  security  on  the  Internet. 

• In  June  1997,  TIS  announced  that  the  next  version  of  Microsoft  Proxy  Server  is  being  built  with  a security 
architecture  that  will  complement  the  TIS  Gauntlet®  Internet  Firewall. 

• In  February  1997,  TIS  announced  the  availability  for  downloading  of  ForceField™  at  its  Web  site.  ForceField  i 
TIS’s  new  Web  server  security  product  that  uses  the  Gauntlet  firewall  technology  to  protect  sensitive  data 
without  compromising  the  high  level  of  performance  required  of  a Web  server. 

• The  Internet  Firewall  Toolkit  is  a research-based  collection  of  modules  that  can  be  used  to  build  a firewall.  It 
serves  as  the  foundation  for  the  company’s  Gauntlet  family  of  firewall  products  and  is  available  free  on  the 
Internet  for  use,  but  not  for  resale.  This  product  was  introduced  in  the  fourth  quarter  of  1993. 

• The  Gauntlet  Internet  Firewall  is  an  application  gateway  firewall  that  protects  internal  networks  from  external 
intrusion.  This  product  was  introduced  in  the  second  quarter  of  1994. 

• The  Gauntlet  Intranet  Firewall  was  introduced  in  the  second  quarter  of  1996.  It  is  the  distributed  firewall 
technology  that  protects  departmental  intranets  from  unauthorized  access  by  internal  users. 

• The  Gauntlet  Net  Extender  is  the  distributed  firewall  technology  that  provides  secure  communications  over  the 
Intranet  and  WANs  to  and  from  remote  networks  through  the  use  of  encryption.  This  product  was  introduced  i 


http://www.mput.com/vaps/vaps_profile.cfin7COMP  ANY_ID=245 


3/16/99 


INPUT  Vendor  Profile  - Trusted  Information  Systems 


Page  5 of  6 


the  second  quarter  of  1996. 

• The  Gauntlet  PC  Extender  provides  secure  communications  over  the  Internet  and  other  public  networks  to  and 
from  mobile  PC  users. 

• RecoverKey™  is  the  world’s  first  total  solution  for  user-controlled  management  of  strong  encryption. 
Commercial  Consulting 

TIS  offers  a range  of  consulting  in  information  security  policies  and  planning.  The  following  commercial  consulting 
services  are  offered: 

• Technology  research  services 

• Consultation  on  security  issues  associated  with  products  and  services,  corporate  information  security  policy 
development,  architectural  and  diagnostic  security  analysis,  and  firewall  configuration 

• Training  for  corporate  network  and  security  administration  personnel 

Marketing  and  Sales 


The  company  employs  complementary  domestic  and  international  distribution  channels,  including  direct  sales, 
resellers,  and  telesales,  to  achieve  market  penetration  of  its  network  security  products  and  services. 

Clients 

TIS’s  clients  include  Chrysler  Corporation,  Microsoft  Corporation,  NationsBank  Corporation,  Royal  Dutch  Petroleum 
Co.,  and  Swiss  Bank  Corporation. 

TIS’s  AR&E  Division  currently  has  major  contracts  with  three  agencies  of  the  U.S.  government:  the  National  Security 
Agency,  Air  Force  Rome  Laboratories,  and  the  Defense  Advanced  Research  Projects  Agency. 

Alliances 

TIS  has  established  relationships  with  Atalla,  IBM,  Intel,  Symantec,  Oracle,  Microsoft,  Entrust  Technology,  Hewlett- 
Packai  d,  McAfee,  PC  Guardian,  Philips  Crypto,  Rainbow  Technologies,  Secured  Communications  Canada,  Inc.,  Silico 
Graph:  cs,  and  BBN  Planet. 

In  July  1997,  TIS  and  Querisoft  announced  that  Querisoft’s  SecureFile™  fully  supports  TISs’  RecoverKey™ 
Cryptographic  Service  Provider  (CSP),  creating  increased  opportunities  for  using  and  managing  strong  encryption 
worldwide. 

In  Jul;  1997,  TIS  announced  a development  partnership  with  Computer  Associates  International  (C A).  TIS’s  Gauntle 
Intern  it  Firewall  4.0  will  be  integrated  into  CA’s  enterprise  management  solution,  Unicenter  TNG. 


Also  ir,  July  1997,  TIS  announced  the  licensing  of  its  Key  Recovery  Technology  to  FTP  Software,  Inc.  for  incorporation 
into  its  suite  of  VIP  Networking™  Products. 

In  April  1997,  TIS  and  Price  Waterhouse  entered  into  an  alliance  agreement  to  assist  each  other  in  providing  clients 
with  network  security  solutions.  TIS  will  provide  Price  Waterhouse  with  its  firewall  software  and  train  Price 
Waterhouse  security  specialists  on  installation,  operation,  and  day-to-day  maintenance  of  the  Gauntlet  product. 

In  January  1997,  TIS  and  IBM  announced  a patent  and  software  license  agreement  that  will  accelerate  the  use  of 
strong  encryption.  IBM  acquires  the  right  to  license  and  distribute  TIS’s  patented  RecoverKey™  technology  within  th 
IBM  SecureWay  Key  Management  Framework,  as  well  as  in  IBM  products. 


Competition 

TIS’s  major  firewall  competitors  include  Checkpoint  Corporation  and  Raptor  Systems. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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TRW 


UPDATED: 

05/15/1998 


Headquarters 


Chairman/CEO: 

Status: 

Parent: 

Employees: 
Revenue:  * 


Summary  Info 


Joseph  T.  Gorman 
Subsidiary 


1900  Richmond  Road 
Cleveland,  OH  44124-3760 
U.S. 


TRW 

79,700  (02/1998) 
$ 10,831.0  mil 


Phone: 

216-291-7000 

Company  Web  Site: 

http://www.trw.com 


Fax: 


Year  End 


Dec-1997 


Capability  Profiles 


CAPABILITY 

Baan  Services 


REGION 

U.S. 


No  main  company  profile  is  available  for  this  company. 
Click  on  one  of  the  Capability  Profile  links 
to  view  this  company's  capability  profile  in  the  market  listed. 
For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 

Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

02/25/1998 


Headquarters 


PO  Box  500 

Blue  Bell,  PA  19424-0001 
United  States 


Phone: 

215-986-4011 


Fax: 


Company  Web  Site: 

http://www.un  isys.com 


Unisys  Corporation 


Summary  Info 


Chairman/Pres/CEO: 

Status: 

Parent: 

Employees: 

Revenue: 

Year  End 


Lawrence  A.  Weinbach 
Public 

32,600  (12/1997) 

$ 7,208.4  mil 

Dec-1998 


Capability  Profiles 


CAPABILITY  REGION 

Digital  Money  Services  U.S. 

Federal  Services  U.S. 

Network  Management  and  Support  Germany 
Outsourcing  Services  U.S. 


Key  Points 

* In  September  1997  Unisys  announced  that  Lawrence  A.  Weinbach  was  elected  Chairman,  Pi  esident  and 
Chief  Executive  Officer.  Weinbach  replaced  Chairman  and  CEO  James  A.  Unruh,  who  in  June  1997  had 
announced  his  intention  to  step  down. 

* In  July  1997  Unisys  announced  a new  organization,  Enterprise  NT  Services,  that  focuses  on  business- 
critical  enterprise  Windows  NT  services  and  applications.  This  organization  provides  knowlt  dge, 
expertise  and  tools  to  assist  in  planning,  developing  and  implementing  enterprise  solutions  lor 
companies  and  governments  that  are  strategically  committed  to  Windows  NT. 

* In  July  1997,  Unisys  introduced  NetWORKS,  a comprehensive  suite  of  remote  management  services 
that  provide  fault,  performance,  and  configuration  management  functions  which  help  optimize  the 
overall  operation  of  a client’s  computing  environment.  Services  are  delivered  from  the  NetWORKS 
Command  Center  located  on  the  Unisys  Blue  Bell,  PA  campus. 

* In  December  1997  Unisys  expanded  its  business  process  outsourcing  offering  with  Travel  Alliances 
Services,  a comprehensive  set  of  related  solutions  for  travel  agencies,  corporate  travel  organizations,  and 
corporate  travelers. 

« Unisys'  growth  strategy  is  focused  on  the  following  market  sectors:  Financial  Services,  Public  Sector, 
Transportation,  Communications,  and  Commercial.  Supply  chain  management  and  newspaper 
publishing  are  the  major  focus  within  the  Commercial  sector. 


Company  Description 


Unisys  provides  hardware,  professional  services,  software  development,  systems  integration,  outsourcing, 
systems  and  application  software,  support  services,  maintenance,  and  network  integration  and  management 
services  to  clients. 


Unisys  has  a presence  in  over  100  countries  worldwide. 

Company  Strategy 


Unisys  has  a broad  portfolio  of  services,  technologies,  and  third-party  alliances  designed  to  deliver  the  benefits 
of  information  management.  Unisys  has  continued  to  design  its  own  products,  but  has  begun  outsourcing  the 
manufacturing  of  PCs.  Accordingly,  the  strategic  direction  of  Unisys  is  to  move  gradually,  although  not 
completely,  away  from  hardware  and  proprietary  systems  and  aggressively  toward  services  and  multivendor 
support. 
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Unisys  covers  a broad  range  of  markets  with  a focus  on  the  following  market  sectors:  Financial  Services,  Public 
Sector,  Transportation,  Communications,  and  Commercial.  Within  commercial,  supply  chain  management  and 
newspaper  publishing  are  areas  of  emphasis  with  established  market  penetration. 

Organization  and  Structure 


Unisys  has  three  global  businesses:  Information  Services,  providing  consulting,  application  solutions,  systems 
integration  and  outsourcing;  Computer  Systems,  providing  leading  technologies;  and  Global  Customer  Services, 
delivering  comprehensive  services  and  products  supporting  distributed  computing  environments. 

The  Information  Services  Group  (ISG)  designs,  builds,  and  integrates  information  management  solutions  that 
help  clients  improve  their  competitiveness  and  responsiveness.  The  vision  of  Information  Services  is  to  deliver 
state-of-the-art,  tangible  value  to  clients;  deliver  business-critical  information  services  and  solutions;  use  best 
of  class  technology,  and  effectively  integrate  legacy  and  open  systems.  Major  services  from  ISG  include:  systems 
integration,  outsourcing,  industry-specific  software  solutions,  document  imaging,  Year  2000  services,  and 
services  to  apply  Microsoft  Windows  NT  to  enterprise  computing.  In  fiscal  year  1997  (ended  12/31/97),  ISG 
contributed  $2.1  billion  to  the  Unisys  revenue  (representing  31%  of  company  revenue). 

The  Computer  Systems  Group  (CSG)  provides  hardware  and  software  that  are  the  basis  of  enterprise-class 
information  systems.  CSG's  strategic  direction  is  to  provide  powerful  open  systems  based  on  leading-edge 
technologies.  Major  product  areas  include  enterprise-class  servers,  network  servers,  desktop  and  mobile 
systems,  systems  software  and  middleware,  data  and  voice  communications,  and  information  storage  solutions. 
CSG  sells  Windows  NT  servers  and  proprietary  Clearpath  servers,  and  a suite  of  middleware  products  that 
optimize  these  systems  for  enterprise-class  computing  and  handling  the  demands  of  electronic  commerce,  the 
Internet,  and  high  volume  transaction  processing.  In  1997,  Computer  Systems  contributed  $2.4  billion,  or  37%, 
of  company  revenue. 

The  Global  Customer  Services  Group  (GCS)  designs,  builds,  manages,  maintains,  and  supports  multi-vendor 
network  and  desktop  environments  worldwide.  The  focus  is  on  helping  clients  manage  the  total  cost  of 
ownership  of  their  distributed  computing  assets  while  helping  them  maximize  system  performance.  GCS 
provides  an  integrated  approach  that  allows  clients  to  access  the  full  range  of  services  through  a single 
telephone  number.  Their  services  include  local-  and  wide-area  network  integration,  remote  network 
management,  life-cycle  desktop  support  services,  network  and  desktop  consulting,  multivendor 
hardware/software  maintenance,  computer  supplies,  and  traditional  hardware/software  maintenance.  The 
business  unit  contributed  $2. 1 billion  in  revenue  to  Unisys  in  1997. 

The  company  also  has  special  delivery  organizations  that  provide  products  and  services  to  the  federal 
government  (F ederal  Systems  Division),  Latin  America,  Caribbean,  South  Pacific,  and  Asian  markets  (Unisys 
Pacific  Asia  Americas).  A common  services  infrastructure  group  provides  accounting,  collection  and 
disbursement,  facilities,  telemarketing  and  various  other  common  services  to  the  three  business  segments. 

Unisys  Corporation  Key  Executives 


Chairman,  President  and  CEO 

Lawrence  A.  Weinbach 

Unisys  Information  Services 
Executive  Vice  President 

Lawrence  C.  Russell 

Unisys  Computer  Systems 
Executive  Vice  President 

George  R.  Gazerwitz 

Unisys  Global  Customer  Services 
Executive  Vice  President 

Gerald  A.  Gagliardi 

Source:  Unisys  Corporation 


Financials 
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Three-Year  Financial  Summary  ($  in  millions,  except  per  share  data) 


1997 

1996 

1995 

Revenue 

$6,636.0 

$6,370.5 

$6,342.3 

Percent  change  from  previous  year 

4% 

0.4% 

6% 

Income  (loss)  before  taxes 

(758.8) 

93.7 

(781.1) 

Net  Income 

199.0(A) 

49.7 

(624.6) 

Earnings  (loss)  per  share 

$0. 46(A) 

(.34) 

(4.37) 

(A)  Excludes  the  effect  of  the  one-time  charges  in  1997  for  the  early  retirement  of  debt,  write-off  of  goodwill,  and  the  discontinuation  of  PC  manufacturing 


Source:  Unisys  Corporation 


If  the  one-time  charges  in  fiscal  1997  were  included,  net  income  adjusts  to  ($853.6)  million  and  earnings  per 
share  ($5.30). 


1997  Revenue  Sources,  by  Group 


Revenue 

(SB) 

Percent  of  Total 
Revenue 

Information  Services 

$2.1 

31% 

Global  Customer  Services 

2.1 

32% 

Computer  Systems 

2.4 

37% 

$6.6 

100% 

Source:  Unisys  Corporation 


Unisys  Services  versus  Product  Revenue  Trend 


Percent  of  Total 
Revenue 

1992 

1993 

1994 

1995 

1996 

1997 

Services 

43% 

47% 

52% 

57% 

62% 

63% 

Products 

57% 

53% 

48% 

43% 

38% 

37°'o 

[Total 

100% 

100% 

100% 

100% 

100% 

100% 

Source:  Unisys  Corporation 


Geographic  Markets 


1997  Geographic  Source  of  Revenue 
Summary 


Percent  of  Total 
Revenue 

North  America 

41% 

Europe/Africa 

30% 

Pacific/Asia 

17% 

Latin  America 

12% 

100% 

Source:  Unisys  Corporation 
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The  financials  indicate  that  Unisys  has  successfully  continued  toward  its  concurrent  goals  of  reaching 
profitability  and  leading  with  services.  The  fiscal  year  1998  should  result  in  profitability  (this  time  absent  one- 
time charges  for  divestiture  related  write-offs)  given  reasonable  revenue  growth.  The  first  quarter  of  1998 
indicates  Unisys  remains  on  target  as  eight  percent  revenue  growth  was  reported  with  $1.65  billion  in  revenue 
reported  versus  $1.53  billion  in  the  first  quarter  of  1997.  Although  most  of  the  revenue  growth  was  attributable 
to  growth  in  Information  Services,  profitability  was  recorded  in  both  Information  Services  and  Computer 
Systems.  The  company  reports  continuing  margin  pressures  in  maintenance  and  networking  services. 

Unisys  has  good  balance  globally,  although  Asian  revenues  were  essentially  flat  for  the  first  quarter  of  1998. 

Improved  management  of  projects  and  processes  is  cited  by  the  company  as  a major  factor  in  Unisys'  recent 
financial  performance. 

Recent  Acquisitions 

Computer  Systems 

• In  July  1997  CSG  acquired  Pioneer  Systems,  Inc.,  a developer  of  database  interoperability  and  data 
access  software  with  specialized  expertise  in  Unisys  database  management  systems. 

Information  Services 

• In  September  1997  ISG  acquired  the  Visuallmpact  suite  of  item  and  image  processing  software  from 
Broadway  & Seymour,  Inc.  Included  in  the  acquisition  is  the  product’s  intellectual  property  rights  and 
customer  base,  as  well  as  a supporting  staff  of  approximately  20  individuals.  Visuallmpact  permits 
banks,  payment  processors  and  other  financial  services  companies  to  process  checks  and  other  printed 
materials  as  images.  The  product’s  customer  base  currently  includes  about  40  clients,  with  plans  to 
broaden  the  product’s  applicability  on  a worldwide  basis. 

• In  May  1997  ISG  acquired  Maximis,  a leading  portfolio  management  and  accounting  system  that 
provides  back-office  support  for  investment  management  operations 

Employees 

Unisys  has  32,600  employees  worldwide.  INPUT  estimates  that  approximately  20,000  are  based  in  the  United 
States. 

Products  and  Services 


Unisys  designs,  builds,  and  integrates  information  management  solutions  in  the  following  practice  areas: 

ISG 

• Business  excellence 

Unisys  applies  total  quality  principles  in  the  Unisys  Business  Improvement  Process  and  the  Unisys 
Total  Quality  Process  to  help  Unisys  clients  improve  business  performance  and  client  satisfaction  and 
loyalty. 

• Customer  management 

Unisys  helps  clients  develop  strategies,  programs,  processes  and  information  needed  to  attract,  develop, 
and  retain  customers. 

• Decision  support 

To  help  clients  improve  decision  making,  marketing,  and  customer  service,  Unisys  offers  various 
services  to  manage  and  mine  information  kept  in  operational  and  transactional  processing  systems. 


• Market/customer  segmentation 

• Profitability/risk  analysis 

• Relationship  management 
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• "Segment  of  one"  marketing 

• Imaging  solutions  and  enabling  technologies 

Unisys  offers  imaging  technologies  designed  to  increase  work  capacity,  shorten  cycle  times,  improve 
customer  service,  and  reduce  costs.  Industry  specific  solutions  are  offered  for  insurance  underwriting, 
claims  processing,  bank  lending,  public  access,  accounts  payable,  and  other  business  processes. 

• Management  consulting 

• Business  process  reengineering 

• Electronic  commerce 

• Enabling  change 

• Information  research/planning 

• Workgroup  effectiveness 

• Outsourcing 

• Business  process  outsourcing 

• Program  management 

• Systems/applications  management 

• Transitional  outsourcing 

• Systems  integration 

• Advanced  software  application  integration 

• Application  design,  customization,  and  support 

• Client/server  integration 

• Imaging  integration 

• Workgroup  computing  integration 

o Third-party  solutions 

• Oracle 

• PeopleSoft 

CSG 

»•  Application  development  tools 

v Decision  support  systems 

<•  Payment  systems 

<j  Servers 

I#  Storage  systems 

«<  Systems  and  data  management 

GC  S 

to  Desktop  services 

• Network  enablement 

Unisys  helps  clients  plan,  install,  integrate  and  support  local-area,  wide-area,  e-mail,  and  voice/data 
networks  using  hardware  and  software  products  and  services  from  the  leading  vendors, 
cu  Maintenance 

« Products,  Supplies,  and  Printers 

Unisys  DIRECT  offers  after-market  sales  and  delivery  of  a wide-range  of  products,  supplies,  and 
printers  for  desktops,  networks,  and  data  centers,  usually  within  24  hours. 
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Key  Clients  by  Business  Unit 

Examples  of  ISG  clients  may  be  subdivided  into  five  market  sectors,  as  follows: 

• Commercial — Carnival  Cruise  Lines,  Dairy  Mart,  News  International,  Philadelphia  Newspapers  Inc., 
Toys  'R'  Us,  Subaru  of  America 

• Communications — Ameritech,  Bell  Atlantic,  BellSouth,  Dutch  PTT,  NYNEX,  Telefonica  de  Espana,  and 
US  West 

• Financial — American  Express,  First  Chicago,  HongKong  Bank,  NatWest,  Union  Bank  of  Switzerland 

• Public  Sector — All  fifty  U.S.  states,  Department  of  Transportation,  National  Institute  of  Health, 
Philippines  Social  Security,  and  Technical  & Further  Education  (TAFE)  Queensland 

• Transportation— All  Nippon  Airways,  Air  France,  Delta  Airlines,  Northwest  Airlines,  SAS,  and  Varig 

CSG  clients  include  Banamex,  China  Aviation  Authority,  Citibank  Deutschland,  Danish  Rail,  Dutch  PTT,  First 
Chicago  National  Bank,  NorWest  Financial,  NY  State  Insurance  Fund,  Swedish  Roads,  Swiss  PTT,  and  United 
Bank  of  Switzerland. 

GCS  clients  include  AMF,  BAX  (formerly  Burlington  Air  Express)  Global,  British  Telecom,  Chase,  Nationwide 
Insurance,  OfficeMax,  Parsons  Engineering,  Standard  Bank  of  South  Africa,  and  Western  Union. 

Marketing  and  Sales 


Unisys  markets  its  products  and  services  through  a direct  sales  force  for  each  of  the  business  units,  the 
corresponding  Federal  Systems  unit  channels,  and  through  strategic  alliances. 

Recent  Alliances/Partnerships 

In  October  1997,  Microsoft  and  Unisys  announced  the  establishment  of  an  enterprise  partnership  designed  to 
combine  the  Microsoft  enterprise  platform  with  Unisys  information  services,  technologies  and  global  support  to 
address  the  escalating  demand  for  enterprise-class  solutions.  Elements  of  the  agreement  include: 

• Unisys  will  train  and  certify  as  many  as  2,000  professionals  in  three  years  as  Microsoft  Certified 
Solution  Developers  (MCSDs)  and  Microsoft  Certified  System  Engineers  (MCSEs). 

• Unisys  will  establish  five  Application  Development  Centers  of  Excellence  (ADCOE)  worldwide  to  develop 
and  test  business-critical  solutions  and  services.  Repheating  the  existing  center  at  Unisys  headquarters, 
they  will  be  used  by  Unisys  and  Microsoft  personnel  to  showcase  solutions  based  on  Microsoft's 
enterprise  platform. 

• Unisys  and  Microsoft  will  team  to  develop  solutions  and  promote  products  and  services  based  on 
Microsoft's  enterprise  platform  and  jointly  deliver  enterprise-class  Windows  NT  Server  based  solutions. 

• Unisys  will  operate  a Technology  Center  in  Redmond,  Wash.,  and  a Performance  Laboratory  in  Mission 
Viejo,  Calif.,  to  support  clients  and  partners  and  optimize  enterprise-class  server  technologies  using 
Microsoft's  enterprise  platform.  A dedicated  Microsoft  technical  account  manager  (TAM)  will  join  the 
staff  at  the  Technology  Center. 

• Unisys  and  Microsoft  will  expand  their  ongoing  initiatives  to  optimize  performance  and  scalability  of 
Windows  NT  Server  and  Microsoft  SQL  Server™  for  Unisys  ClearPath  HMP  and  Aquanta  enterprise 
servers. 

• Unisys  Network  Enable  and  Microsoft  will  team  to  develop,  implement  and  market  life-cycle  network 
services  based  on  customer  requirements,  including  procurement,  maintenance,  consulting  and  network 
management  using  Microsoft's  enterprise  platform  technologies.  Network  Enable  will  establish  a core 
competency  in  Microsoft  products  to  provide  leading-edge  support  services. 


The  companies  will  also  team  to  provide  federal,  state  and  local  government  agencies  with  enterprise  solutions 
in  areas  such  as  tax  and  revenue,  justice  and  public  safety,  and  child  welfare.  For  financial  services 
organizations,  Unisys  and  Microsoft  will  provide  enterprise-class  solutions  including  retail  delivery  (i.e., 
branches,  call  centers  and  the  Internet)  and  payment  systems,  including  check  and  remittance  processing.  In 
the  future,  the  companies  plan  to  extend  their  focus  in  other  vertical  markets — such  as  publishing,  where  they 
will  team  to  provide  high-performance  solutions  for  newspaper  production  and  multimedia  archiving. 
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Other  notable  alliances  recently  announced  were: 

• Unisys  National  Insurance  Practice  forged  a strategic  teaming  agreement  with  Scruggs  Consulting,  a 
Texas-based  firm  that  offers  actuarial,  management,  and  information-related  consulting  services  to  the 
property  and  casualty  insurance  industry.  Unisys  and  Scruggs  will  work  together  on  property  and 
casualty  consulting  engagements  to  provide  value-added  solutions  to  systems  problems. 

• Unisys  Information  Services  entered  into  a teaming  agreement  in  August  1997  with  PC  DOCS,  Inc.,  a 

leader  in  enterprise  document  management  solutions. 

• In  March  1998  Unisys  Computer  Systems  announced  an  agreement  with  Hewlett  Packard  to  outsource 
PCs  and  entry  level  servers.  HP  will  supply  notebooks,  desktops,  and  Intel-based  entry  servers  using  a 
"build  to  order"  process  equivalent  to  the  Unisys  process.  Unisys  Computer  Systems  will  focus  its 
hardware  initiatives  on  the  design,  development  and  manufacture  of  mid-range  and  high-end  enterprise 
class  servers  for  mission  critical  applications. 

• Unisys  Global  Customer  Services  entered  into  an  agreement  with  Compaq  to  become  the  Regional 
Systems  Service  Provider  in  North  America.  Under  this  agreement,  Unisys  will  be  the  preferred 
provider  of  PC  and  server  support  to  Compaq  clients  in  North  America.  Since  1996,  Unisys  has  been 
providing  similar  services  for  Compaq  customers  in  South  America  and  Japan. 

Strategic  Alliances 


ISG  business  unit  alliances  include  those  with  Compaq,  Computer  Associates,  Digital  Equipment,  Hewlett- 
Packard,  Microsoft,  Oracle,  Sun  Microsystems,  Tandem,  and  Wildfire.  Information  Services  also  maintains  over 
100  alliances  for  specific  market  segments. 

CSG  alliances  include  those  with  BEA  Systems,  Inc.;  Computer  Associates;  Harbinger;  INSCI;  Intel;  Microsoft; 
Oracle;  QAD;  SCO;  and  Tandem. 

GCS  alliances  include  those  with  3Com,  Attachmate,  Bay  Networks,  Cisco  Systems,  Comdisco,  Compaq,  MCI 
Systemhouse,  MicroAge,  Microsoft,  Newbridge,  Novell,  Sun  Microsystems,  Tekdata,  and  Xylan. 

Competition 

Majcr  competitors  include  ACS,  CSC, Cap  Gemini,  EDS,  IBM/ISSC,  MCI/Systemhouse,  Perot  Systems,  PKS, 
and  Siemens-Nixdorf. 

Assessment 


Unisys  has  been  able  to  accelerate  services  growth  over  the  past  several  years,  market  itself  as  a leading 
supplier  of  Windows  NT  expertise,  and  expand  offerings  in  niche  markets  such  as  printing  and  publishing. 
Accordingly,  recent  successes  have  been  concentrated  in  the  ISG  business  unit.  Unisys  has  not  profitably 
’reinvented'  maintenance  and  has  struggled  to  find  margins  in  other  customer  services,  leaving  Unisys  with  less 
of  a war  chest  than  some  of  its  rivals.  Unisys  will  need  to  refine  its  focus,  and  at  the  same  time,  share 

knowledge  across  units  to  leverage  the  gains  of  ISG.  

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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Unisys  Corporation  - Europe 


UPDATED: 

04/30/1998 


Headquarters 


Summary  Info 


Bakers  Street,  Bakers  Court 
Uxbridge  UB8  1RG 


United  Kingdom 

Phone: 

+44  (0)  498  570  832 

Company  Web  Site: 


Status: 

Employees: 

Revenue: 


Business  Unit 

N/A 

N/A 


Fax: 

+44  (0)  1895  862  253 


Capability  Profiles 


http://wvw.unisys.gcseurop6.com 


CAPABILITY 

Desktop  Services 
Intranet  Development 


REGION 

U.K. 

U.K. 


Network  Management  and  Support  U.K. 


Key  Points 

• Traditional  computer  equipment  manufacturer  more  recently  focused  on  information  services 

• Poor  financial  performance  in  1995  ended  with  a net  loss  of  $625  million 

• Unisys  is  about  to  abandon  its  matrix  management  structure  and  form  three  stand-alone 
business  units,  focused  on  information  services,  hardware  / software  products  and  customer 
services 

• Tremendous  reductions  in  headcount 

(-21%)  were  announced  after  heavy  losses  in  Q4,  1995 

• Active  in  more  than  100  countries  worldwide. 

Company  Description 

Unisys  Corporation  was  founded  in  1986  as  a merger  between  the  two  companies,  Burroughs  and 
Sperry.  Today,  Unisys  regards  itself  as  an  information  management  company  providing  a 
comprehensive  portfolio  of  information  services,  open  system  technologies  and  support  services  for 
distributed  computing  environments. 

Unisys’  portfolio  includes  its  own  hardware  and  software  as  well  as  selected  components  from  other 
major  hardware  and  software  vendors. 

The  company  is  active  in  several  standardisation  associations  such  as  X/Open,  IEEE  and  ISO. 

Operations  and  Structure 

Unisys  is  redefining  its  structure.  It  is  about  to  spht  its  operations  into  three  business  units.  The 
largest  will  incorporate  Unisys’  hardware  and  software  products.  The  other  two  will  be  pure  services 
units.  One  will  be  responsible  for  consulting  and  integration;  the  other  for  global  support  services. 

Financials 

Exhibit  1 shows  a summary  of  Unisys’  financial  results. 

A reduction  in  research  and  development  (R&D)  expenses  principally  reflects  Unisys’  move  to 
common  hardware  platforms  and  technologies.  In  1995,  R&D  expenditure  was  $410  million,  6.6%  of 
its  total  revenue. 
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Exhibit  1 


Unisys 

Five-Year  Financial  Summary  (FYE  31-12),  $ Million 


Year 

1991 

1992 

1993 

1994 

1995 

Revenue 

8,696 

8,422 

7,743 

7,400 

6,202 

Annual  Growth  Rate 

N/A 

3% 

-8% 

-4% 

-16% 

Profit  after  Tax 

-1 ,393 

361 

565 

101 

-625 

Earnings  per  Common  Share  ($) 

-9.37 

1.46 

2.69 

0.11 

-4.35  | 

Revenue  per  Employee 

0.144 

0.155 

0.158 

0.160 

0.166 

Source:  INPUT 


Market  Analysis 


Exhibit  2 provides  an  analysis  of  Unisys’  revenues  by  activity  as  published  by  the  company. 
Exhibit  2 


Unisys 

1995  Worldwide  Revenue  by 
Activity,  $ Million 


Activity 

Revenue 

Share 

Enterprise  Systems  & Servers 

1,118.4 

18% 

Departmental  Servers  & Desktop  Systems 

795.3 

13% 

Software 

732.6 

12% 

Information  Services  & Systems  Integration 

2,198.1 

35% 

Equipment  Maintenance 

1,357.9 

22% 

Total 

6,202.3 

100% 

Source:  Unisys 

Estimates  of  Unisys  European  revenues  by  INPUT  delivery  mode  are  shown  in 
Exhibit  3. 


Exhibit  3 


Unisys 

1995  European  Revenues  by  Delivery  Mode,  $ Million 


Delivery  Mode 

Revenues  in 
$ Millions 

Share 

Application  Software  Products 

175 

8% 

System  Software  Products 

30 

1% 

Professional  Services 

355 

17% 

Systems  Integration 

380 

18% 

Systems  Operations 

10 

<1% 
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Processing  Services 

30 

1% 

Total  Software  & Services 

47% 

Equipment  Services 

495 

24% 

Total  Information  Services 

1,475 

71% 

Equipment  / Other  Revenues 

600 

29% 

Total  European  Revenues 

2,075 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Exhibit  4 shows  Unisys’  European  revenues  by  key  industry  sectors. 
Exhibit  4 


Unisys 

European  Revenues  by  Industry  Sector,  1995,  $ Million 


Industry  Sector 

Revenues  in 
$ Millions 

Share 

Discrete  Manufacturing 

150 

15% 

Process  Manufacturing 

90 

9% 

Transportation 

100 

10% 

Banking  & Finance 

200 

21% 

Insurance 

110 

11% 

State  & Local  Government 

160 

16% 

Other 

170 

16% 

Total  European  Software  & Services 

100% 

Source:  INPl  IT  Estimates 
Percentages  are  rounded 


Exhibit  5 


Unisys 

1995  Geographic  Revenues, 
$ Million 


Region 

Revenue  Share 

Europe  and  Africa 

2,090.3  34% 

United  States 

2,405.5 

39% 

Americas  / Pacific 

1 ,706.5  28% 

Total 

100% 

Source:  Unisys 


Geographic  Markets 

Unisys’  geographic  revenues  are  shown  in  Exhibit  5. 
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Acquisitions  / Divestitures 

In  May  1995,  Unisys  sold  its  defence  business  for  $862  million.  Unisys’  defence  business  had 
accounted  for  $1,422  million  and  $1,762  million  in  1994  and  1993,  respectively. 

Employees 

Exhibit  6 gives  a five-year  summary  of  human  resources  development  within  Unisys. 

Exhibit  6 


Unisys 

Five-Year  Summary,  Human  Resources 


Year 

1991 

1992 

1993 

1994 

1995 

Headcount 

60,300 

54,300 

49,000 

46,300 

37,400 

Annual  Growth  Rate 

-20% 

-10% 

-10% 

-6% 

-19% 

Revenue  per  Employee 

0.144 

0.155 

0.158 

0.160 

0.166 

Source:  INPUT 

After  heavy  losses  in  the  fourth  quarter  of  1995,  Unisys  announced  cuts  of  7,900  jobs,  mainly  in  the 
US  and  Europe.  The  latest  restructuring  aims  to  accelerate  Unisys’  transition  to  higher  growth 
markets,  such  as  services  and  selected  hardware  and  software  product  areas. 

Key  Products  and  Services 

The  following  section  shows  Unisys’  activities  split  by  its  three  newly-formed  business  units. 

Information  Services  Group 

The  Information  Services  Group  designs,  integrates,  and  builds  information  management  solutions 
for  selected  market  sectors.  Services  include: 

• Management  Consulting 

• Systems  Integration 

• Outsourcing 

• Industry-specific  software  solutions 

Computer  Systems  Group 

The  Computer  Systems  Group  provides  information  systems  based  on  leading-edge  technologies  for 
use  by  clients,  systems  integrators,  software  developers,  resellers,  and  other  sales  partners.  Systems 
include: 

• Enterprise  Systems  and  Servers 

• Departmental  Servers  / Desktop  Systems 

• System  Software  and  Development  Tools 

• Scaleable  Parallel  Processing  Systems 

• Imaging 

• Document  Management 
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• Payment  Processing  Systems 

• Data  Communications 

• Information  Storage  Solutions 

Global  Customer  Services  Group 

The  Global  Customer  Services  Group  evaluates,  designs,  installs,  integrates,  maintains,  and 
supports  open  multivendor  network  and  desktop  solutions.  Services  include: 

• Network  Enable  / Network  Integration  Services 

• Life-cycle  Desktop  Support  Services 

• Proprietary  Hardware  and  Software  Maintenance 

• Unisys  Direct  Computer  Suppbes 

Clients 

Exhibit  7 gives  a sample  of  Unisys’  references  in  Europe. 


Exhibit  7 

Unisys 

European  References  1995 

Air  France 



Lufthansa  Airlines 

Bass  Taverns  (UK) 

TSB  Bank  (UK) 

Lloyds  Bank  (UK) 

Union  Bank  of  Switzerland 

PTT  Telecom  BV  (Netherlands) 

ANS  Bank  (Netherlands) 

Barque  Bruxelles  Lambert 

— — 1 

Si  )urce:  INPUT 


INPUT  Assessment 

Unisys  faces  enormous  challenges  in  repositioning  itself  as  a services  and  solutions-driven 
organisation.  These  challenges  are  as  much  about  changing  internally  as  externally  to  meet  the 
dem  ands  of  the  new  business  environment. 


Unisys  has,  as  a result,  set  up  internal  programmes  designed  to: 


• Change  its  culture  and  image 

• Restructure  and  reskill  its  staff 

• Improve  customer  focus 

• Find  new  channels  to  key  markets 


Cultural  change  is  a long-term  exercise  and  Unisys  will  undoubtedly  experience  internal  resistance 
as  well  as  from  the  marketplace.  A long-term  commitment  to  its  new  strategic  vision  will  be  essential 
if  Unisys  is  to  be  seen  as  an  important  worldwide  services  player  in  the  near  future^ 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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USWeb  Corporation 


«“If9D6:  Headquarters 

3000  Lakeside  Drive 
Santa  Clara,  CA  95054 
U.S. 

Phone:  Fax: 

(408)  987-3200  (408)  987-3230 

Company  Web  Site: 

http://www.usweb.com 


Chairman/CEO: 

Status: 

Employees: 

Revenue: 

Year  End 


Summary  Info 

Joe  Firmage 
Private 
63  (03/1996) 
N/A 

Mar-1996 


Key  Points 

. USWeb  Corporation,  launched  in  March  1996,  is  a global  professional  services  firm  specializing  in  Internet  Web 


» In 


SC  November  1996,  Utopia,  a leading  Internet  professional  services  firm,  joined  the  USWeb  network  of  affiliates. 


iXote STsWeb  announced  that  it  had  doubled  its  Affiliate  network  from  15  to  30  locations  within  a two- 
month  period. 


ln°September  1 996,  Sun  Microsystems  and  USWeb  signed  a strategic  reseller  agreement  under  which  all  USWeb 

affiliates  are  authorized  resellers  of  Sun's  Netra  Internet  servers.  tv,nrivino  T NWeh  affiliates  to 

„ In  July  1996,  Compaq  Computer  Corporation  and  USWeb  entered  into  an  agreement  authorizing  USWeb  affiliates 

. SlywKswS  BBN  Corporation  announced  an  agreement  under  which  BBN  will  provide  high-awrilability 
Web  hosting  services  to  USWeb  customers. 


Company  Description 

USWeb  Corporation  was  founded  in  December  1995  and  funded  in  February  1996  with  approximately  $17  million  in  capital 
backiiig  from  SOFTBANK  and  two  smaller  investors. 


USW  rb  is  rhe  first  global  professional  services  firm  lo  provide  . single  source  for  Interna  and  intranet  services  tha,  enable 
businesses  to  reduce  the  complexity  and  cost  associated  with  budding  a presence  on  the  Web. 


To  accomplish  this  mission.  USWeb  established  the , USWeb  Nrtwork  of as 
SS  p“  OS  access.  hardware, and  software  prod  .cut  ftonr 

third  parties. 


Organization  and  Structure 


USWeb's  key  executives  are  summarized  below. 


USWeb  Corporation 
Key  Executives 


Name 

Title 

Joe  Firmage 

Chairman  & CEO 

Toby  Corey 

EVP,  Marketing 

[Sheldon  Laube 

EVP  and  CTO 

Ken  Campbell 

rEVP,  Affiliate  Support 

1 

James  Heffeman 

'CFO 

(Thomas  Cary 

VP,  Operations 
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USWeb  corporate  headquarters  are  located  in  Santa  Clara  (CA). 


SSjf  ?f  techn°logy  research i and  marketing  for  affiliates  located  across  the  country.  USWeb 

p,f®,  (®H),  Las  Vegas  (NV),  Minneapolis  (MN);  New  Berlin  (WI);  New  York  and  Westbury  (NY)-  Omaha  (NEV  ’ 
Philadelphia  (PA);  Phoenix  (A Z);  Portland  (OR);  Tulsa  (OK);  Seattle  (WA);  and  Washington,  D C ’ ( 

Company  Strategy 


USWeb's  mission  is  to  become  the  world's  largest  provider  of  professional  services  for  the  Internet  and  intranet  Web  sites. 

Financials 


USWeb  was  founded  in  December  1995,  and  has  spent  the 
and  establishing  its  affiliate  network. 


majority  of  its  efforts  since  its  inception  signing  strategic  agreements 


Consequently,  INPUT  believes  that  USWeb  has 
from  its  initial  affiliates. 


not  yet  generated  any  significant  revenue, 


aside  from  licensing  fees  received 


Market  Financials 


USWeb  is  targeting  companies  that  need  Web  site  development  hosting 
typical  annual  budgets  between  $10,000  and  $2  million  for  establishing 


, or  maintenance,  or  any  combination  of  these,  with 
and  sustaining  a Web  presence. 


Geographic  Markets 


Currently,  100%  of  USWeb’s  revenue  comes  from  the  U.S.  market.  USWeb  office* 
Metropolitan  Statistical  Areas  (SMSAs)  in  the  U.S. 


represent  56%  coverage  within  1 70  Standard 


USWeb  hopes  to  have  between  40  and  50  affiliates  by  the  end  of  1996. 


Employees 


USWeb  currently  has  63  employees. 


The  company  expects  to  have  67  employees  by  the  end  of  1 996. 

Key  Products  and  Services 


the  fbHowfregS  3 V3riety  of  Web'related  services  that  can  be  used  by  the  customer 


as  a set  or  individually.  These  services  include 


tatTand  ”d  »'»««».  tailored  the  clients 

and  Sabmty  g'SerV'Ce  “ Camer'grade  hostinS  and  monitoring  and  back-up  by  USWeb  to  provide  security 

Web  SUe  manaSement  and  marketing,  including  development,  updating,  testing,  and  tracking 


http://www.mput.com/vaps/vaps_profile.cfm7COMPANY  ID=162 


3/16/99 


INPUT  Vendor  Profile  - USWeb  Corporation 


Page  3 of  4 


. and  .raining  » help  diems  learn  more  abo„,  .he  Inleme,  and  i«  ineloding  Web  developmeot,  she 

management,  on-line  marketing,  intra-business  comm“lcaj1°"’ ou„h  partnerships  with  telecommunications 

services,  hardware,  and  software  products. 


Clients 

A sampling  of  USWeb  clients  include 
Corporation. 


Catalina  Marketing  Corp.,  Marcus  & Millichap,  Ravenswood  Winery,  and  Tech  Data 


Marketing  and  Sales 


In  October  1996,  USWeb  announced  a 


national  advertising  campaign  to  attract  companies  needing  Web  services. 


Alliances 


as 


!hV,£^.Kp.~ 

connectivity. 

see 

IS, ” ‘STprform.oce  levels  in  . shared  Web  hoshng  env.ronmen.. 


Competition 


USW  * has  no  dime,  comped, ion  in  esmblishing  i.s  nebvorh  of  glides  ,ha,  provide  a consis.en,  range  o,  s.andarn  advices. 

Com,  erhion  in  each  of  ,he  comp.n/s  advice  marhds  is  provided  b,  individaa,  dea.gn,  advertising,  a—  or  devriopmen, 
firms 

INPUT  Assessment 


USW  ;b's  strengths  include  the  following: 

: StS^ot^t^ded  h,  USWeb  Ne»o,k  affiliates 
t Partnerships  with  major  access,  hardware,  and  software  providers 
» Industry  experience  of  management 

Future  challenges  include: 

• Continued  development  of  USWeb  Network 

. Creating  demand  and  acceptance  of  franchised  Web  development 

• Managing  growth 

. Establishing  a consistent  source  of  revenue 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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INPUT 

Vendor 

Profile 

Vanstar  Corporation 


UPDATED: 

03/01/1996 


Headquarters 

5964  West  Las  Positas  Blvd. 
Pleasanton,  CA  94566 
U.S. 

Phone:  Fax: 

(510)734-4000  (510)734-4802 

Company  Web  Site: 

http://www.vansta  r.com 


Chairman/CEO: 

President/CEO: 

Status: 

Employees: 

Revenue: 


Summary  Info 

William  Y.  Tauscher 
JAy  S.  Amato 
Public 

4,100  (04/1996) 

$ 1,804.8  mil 


Year  End  Apr-1996 


Key  Points 


• Vanstar  is  a leading  provider  of  services  and  products  designed  to  build  and  manage  personal  computer  network 
infrastructures,  primarily  for  Fortune  1000  companies  and  other  large  enterprises.  The  company  has  expanded  its  focus 
from  its  traditional  PC  reselling  and  service  to  a full  range  of  outsourcing  services,  including  procurement,  management, 
maintenance,  networking,  network  integration  and  training. 

• In  February  1996,  Vanstar  made  an  initial  public  offering  of  approximately  14.8  million  shares  of  common  stock. 

• During  fiscal  1995  and  the  first  six  months  of  fiscal  1996,  Vanstar's  operating  performance  has  improved  significantly 
due  to  increased  networking  and  products  revenue,  decreased  fixed  costs  as  a percent  of  revenue,  cost  reduction  efforts 
to  consolidate  sales  administration,  and  the  continuing  shift  to  centralized  branches. 

Company  Description 


Vanstar  provides  products  and  services  that  span  the  life  cycle  of  PC  network  infrastructure  needs.  This  includes  customized, 
integrated  solutions  for  the  network  needs  of  customers.  In  addition  to  software  and  hardware  products  from  third  parties,  the 
company  provides  design  and  consulting,  deployment,  operation  and  support,  and  enhancement  and  migration  serv  ces. 

Formerly  ComputerLand  Corporation,  the  company  was  renamed  V anstar  in  March  1 994,  following  the  sale  of  Coi  nputerLand  s 
U.S.  franchised  retail  outlets  to  Merisel.  At  that  time,  the  company  changed  its  fiscal  year  end  from  September  30  to  April  30. 

In  February  1996,  Vanstar  made  an  initial  public  offering  of  approximately  14.8  million  shares  of  its  common  stock.  Estimated 
net  pioceeds  to  the  company  of  $85.6  million  will  be  used  to  repay  debt  and  financing. 

Organization  and  Structure  

V 

Vanslar's  key  executives  are  listed  below. 


Vanstar  Key  Executives 


Name 

Title 

William  Y.  Tauscher 

Chairman  & CEO 

Jeffrey  S.  Rubin 

Vice  Chairman  & CFO 

Jay  S.  Amato 

President  & COO 

Richard  N.  Anderson 

SVP  Sales 

Robert  Kuntzendorf 

SVP  Operations 

Chris  M.  Laney 

SVP  Networking  Services 

Daniel  S.  Maher 

SVP  Professional  Services 

Ahmad  Manshouri 

SVP  Product  Operations 

Michael  J.  Moore 

SVP  Management  Info.  Serv. 

Coleman  D.  Sisson 

SVP  Learning  Network 

William  R.  Waas 

SVP  Service 

Thanos  M.  Triant 

SVP  and  CTO 
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Vanstar  has  changed  its  operating  model  from  a branch-oriented  sales  and  service  organization  to  a more  centralized,  tightly 
controlled  systems-based  organization. 

Vanstar  is  headquartered  in  Pleasanton  (CA)  and  has  approximately  90  locations  nationwide. 

Customer  support  groups  are  in  Pleasanton  and  Indianapolis  (IN). 


Configuration  and  distribution  facilities  are  in  Indianapolis  and  Livermore  (CA). 


A National  Technical  Center  located  in  Roswell  (GA)  provides  help  desk  support. 

Company  Strategy 


Vanstar's  service  offerings  are  organized  into  an  integrated  model  called  Life  Cycle  Management  (LCM).  Build  upon  four 
fundamental  pnncipals-a  complementary  suite  of  services,  automated  systems,  experienced  people  and  proven  processes-this 
model  supports  the  PC  network  infrastructure  throughout  its  entire  life  cycle. 


Vanstar's  objective  is  to  continue  to  be  a leading  provider  of  a range  of  PC  network  infrastructure  products  and  services  to  large 
businesses  throughout  the  world.  Vanstar  has  committed  to  invest  approximately  $44  million  to  support  its  service  offerings. 

To  achieve  its  objective,  Vanstar  believes  it  must: 


• Leverage  its  broad  customer  base 

• Develop  and  enhance  value-added  services 

• Expand  its  worldwide  capabilities  for  multinational  customers  through  alliance  partners  with  worldwide  strengths 

Financials 


Total  revenue  for  the  six  months  ending  October  31,  1995  reached  $872.3  million,  a 37%  increase  over  $638.4  million  for  the 
same  period  in  1994.  Net  income  reached  $8.3  million,  compared  to  $299,000  for  the  same  period  a year  ago.  A financial 
summary  follows: 


Vanstar  Corporation 
Financial  Summary 
($  Millions,  except  per  share  data) 


Item 

Six  Months 
Ending 
10/30/95 

Six  Months 
Ending 
10/30/94 

Fiscal  Year 
Ending 
4/30/95 

Revenue 

$872.3 

$638.4 

$1,385.4 

Income  (loss)  before  taxes 

$13.1 

$0.5 

$2.1 

Net  income  (loss) 

$8.3 

$0.3 

$1.3 

Earnings  (loss)  per  share 

$0.25 

N/A 

$0.04 

Vanstar  has  reduced  its  selling,  general,  and  administrative  expenses  as  a percent  of  total  revenue  from  20.1%  in  fiscal  1992  to 
10.7%  for  the  six  months  ending  October  3 1,  1995  as  a result  of  the  following  initiatives: 


• In  the  first  six  months  of  fiscal  1996  and  during  fiscal  1995,  the  company  achieved  increased  networking  and  products 
revenue,  decreased  fixed  costs  as  a percent  of  revenue,  and  cost  reductions  through  consolidating  sales  administration 
and  the  continued  shift  to  centralized  branches. 

• In  fiscal  1 994,  Vanstar  began  to  increase  the  number  of  its  systems  engineers,  leading  to  a significant  increase  in 
networking  revenue  in  fiscal  1995. 

• The  sale  of  the  U.S.  franchise  business  in  1 994  provided  capital  to  build  product  inventories  and  enhance  marketing 
efforts. 

• Vanstar  has  moved  the  company  from  a branch  orientation  to  a more  centralized,  systems-based  business. 
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Revenue  Analysis  by  Product/Service 

Vanstar's  four  primary  sources  of  revenue  are  products,  networking,  support  services  and  other  services. 


• Product  revenue  is  primarily  derived  from  the  sale  of  computer  hardware,  software,  peripherals  and  communications 
devices  manufactured  by  third  parties  and  resold  by  Vanstar,  principally  to  implement  integration  projects. 

• Networking  revenue  is  primarily  derived  from  value-added  services,  including  services  focused  on  the  server  and 
communication  segments  of  the  PC  network  infrastructure.  These  services  include  network  installation,  design  and 
consulting,  and  enhancement  and  migration,  as  well  as  server  deployment  and  support. 

• Support  services  revenue  is  primarily  derived  from  services  performed  for  the  desktop  and  focused  on  the  client  or  user 
of  the  PC  network.  These  services  include  desktop  installation,  repair  and  maintenance,  moves,  adds  and  changes, 
extended  warranty,  asset  management  and  help  desk. 

• Other  services  revenue  is  primarily  derived  from  fees  earned  on  a distribution  services  agreement  with  Merisel  and  from 
training  and  education  services. 


A three-year  summary  of  source  of  revenue  follows: 


Vanstar  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Six  Months  Ending 
10/31/95 

Six  Months  Ending 
10/31/94 

Fiscal  Year  Ending 
4/30/95 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Products 

$763.1 

87% 

$541.4 

85% 

$1,187.4 

86% 

Services 
- Networking 

24.4 

3% 

13.8 

2% 

31.8 

r 

2% 

- Support  services 

67.5 

8% 

64.9 

10% 

131.2 

9% 

- Other 

17.3 

2% 

18.2 

3% 

35.0 

3% 

Total 

I . . _ 

$872.3 

100% 

$638.3 

100% 

$1,385.4 

100% 

Resu  ts  for  the  six  months  ending  October  31,1 995  were  attributed  to  the  following: 

® Product  revenue  increased  4 1 % over  the  prior  year's  same  period.  Gross  margins  increased  34%  to  $70.8  n illion. 

> Networking  services  revenue  increased  77%,  reflecting  the  increased  customer  demand  for  Vanstar's  value  added  PC 
network  service  offerings.  Gross  margins  increased  82%  to  $1 1.2  million  due  to  increased  billing  rates  ant  improved  use 
of  systems  engineers. 

» Support  services  revenue  increased  4%  over  the  same  period  a year  ago.  Gross  margins  decreased  10%  to  ! 24.5  million 
as  a result  of  hiring  additional  field  engineers  to  support  new  contracts. 

» Other  services  revenue  declined  5%  due  to  a reduced  demand  for  training  services.  Gross  margins  decrease  d slightly  to 
$14.7  million. 

Market  Financials 


Vanstar's  revenue  is  derived  primarily  from  Fortune  1000  companies  in  a range  of  industries,  including  manufacturing,  banking 
and  finance,  insurance,  telecommunications,  software,  and  utilities. 


During  the  1 2 months  ending  October  3 1 , 1 995,  Vanstar  derived  approximately  50%  of  its  revenue  from  its  50  largest  customers. 

During  the  fiscal  year  ending  April  30,  1995,  only  Microsoft  Corporation  accounted  for  more  than  10%  of  Vanstar's  total 
revenue,  accounting  for  approximately  $150  million  of  total  revenue. 

Geographic  Markets 

For  fiscal  1995,  the  majority  of  Vanstar's  revenue  was  derived  from  the  U.S. 
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In  January  1996,  Vanstar  announced  the  first  phase  of  a global  customer  support  program— Global  Enterprise  Services.  The 
program  combines  new  international  business  alliances  with  Groupe  Bull  and  Ingram  Micro,  together  with  an  expansion  of 
Vanstar's  international  consulting  and  project  management  organization,  to  provide  a single-source  solution  to  U.S. -based 
multinational  corporations. 


• Under  a new  alliance,  Vanstar  will  work  with  Groupe  Bull  for  installation,  maintenance,  moves,  adds  and  changes,  asset 
tracking,  networking  and  support  services  outside  the  U.S. 

• Ingram  Micro  will  provide,  initially  in  Europe,  a variety  of  warehousing  delivery  and  local  country  customer  service 
functions.  Ingram  Micro  warehouses  will  also  provide  local  country  configuration  and  fulfillment  direct  to  the  user  on 
behalf  of  Vanstar. 

• Vanstar  is  linking  its  proprietary  automated  systems  with  the  service  and  order  management  systems  of  Groupe  Bull  and 
Ingram  Micro. 

• Vanstar  is  expanding  its  international  project  management  and  consulting  organization,  has  opened  new  international 
subsidiaries  in  Luxembourg  and  Hong  Kong,  and  opened  new  offices  in  Belgium  and  London.  The  company  plans  to 
expand  into  other  European  locations  later  in  1996. 

• Vanstar  will  initially  concentrate  on  delivering  Global  Enterprise  Services  to  existing  large  customers  that  require  a 
single-source  international  solution. 

Divestitures 


In  April  1994,  Vanstar  sold  several  of  its  international  subsidiaries,  which  operated  franchise  businesses  primarily  in  Europe, 
resulting  in  a net  gain  of  approximately  $12.6  million. 


Effective  January  31,1 994  the  company  sold  its  U.S.  franchise  operations  as  well  as  the  ComputerLand  brand  name  within  the 
U.S.  to  Merisel,  Inc.  for  $80.2  million  in  cash  plus  additional  contingent  payments. 


• Vanstar  recorded  a gain  on  the  sale  of  $32.5  million. 

• The  sale  provided  additional  capital  that  Vanstar  used  to  build  product  inventories  and  enhance  its  marketing  efforts  to 
capture  a greater  portion  of  the  business  of  its  largest  customers. 

• Concurrent  with  the  sale,  Vanstar  and  Merisel  formed  a distribution  services  agreement  whereby  Vanstar  continued  to 
supply  products  and  provide  certain  logistics  and  other  support  services  to  Merisel.  Vanstar  receives  a monthly 
distribution  fee  for  these  services.  In  January  1996,  the  companies  extended  this  agreement  through  April  30,  1997  for  a 
contingent  consideration  fee  of  $14.6  million. 


In  June  1993,  Vanstar  sold  its  New  Zealand  subsidiary  for  approximately  $2.2  million,  recognizing  a gain  of  $0.3  million. 

Employees 


As  of  October  31,1 995,  Vanstar  had  approximately  3,500  employees,  of  which  2,200  were  technical  employees.  These 
employees  include  540  field  sales  and  service  representatives  and  600  systems  engineers. 

Key  Products  and  Services 


Vanstar  combines  value-added  services  with  sourcing  and  distributing  products  from  a variety  of  vendors  to  provide  network 
integration  solutions. 


• These  integrated  life  cycle  management  solutions  are  designed  to  support  the  PC  network  infrastructure  throughout  its 
life  cycle. 

• Life  cycle  management  services  include  network  design  and  consulting,  acquisition  and  deployment,  operation  and 
support,  and  enhancement  and  migration. 

• Vanstar  offers  each  of  its  services  as  a discrete  service  or  as  part  of  an  integrated  life  cycle  management  program.  These 
solutions  often  involve  "managed"  or  "outsourcing"  services. 

Design  and  Consulting  Services 

Vanstar  offers  network  design  and  consulting  services  that  address  the  PC  network  life  cycle. 


For  network  design,  the  company  uses  a proprietary  five-step  methodology  to  assist  customers  in  selecting,  designing,  planning 
and  executing  a network  project-discovery,  current  state  definition,  requirements  definition,  solution  design,  and 
implementation  planning. 
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Vanstar  employs  national  consulting  teams,  such  as  the  Enterprise  Communications  Consulting  Group,  with  expertise  in  cabling 
systems  design,  hubbing  architecture,  bridging/routing/switching  systems,  wide-area  transport  and  network  management;  and 
Enterprise  Solutions  Consulting  for  Microsoft  BackOffice  support.  Other  teams  have  expertise  in  process  mapping  and 
reengineering  for  outsourcing  the  PC  life  cycle,  asset  management  and  disaster  recovery  planning. 


Deployment  Services 

These  services  include  product  procurement,  configuration,  distribution,  installation,  cabling  and  connectivity. 


Vanstar  sources  PCs,  network  products,  computer  peripherals  and  software  to  equip  the  network  environment. 

• Vanstar  provides  products  from  more  than  700  vendors,  including  Compaq,  IBM,  Hewlett-Packard,  Apple,  Sun 
Microsystems,  Microsoft,  Novell,  3COM  and  Bay  Networks. 

• The  company  is  authorized  to  sell  a range  of  network  products,  including  servers,  desktop  and  mobile  systems,  bridges, 
routers,  hubs  and  concentrators,  operating  systems,  applications,  groupware  and  electronic  mail  products. 

• Vanstar  provides  a single  point  of  contact  for  customers  to  place  and  track  all  product  orders. 

• Vanstar  customer  support  groups  in  Indianapolis  (IN)  and  Pleasanton  (CA)  provide  order  management  sen-ices,  from 

quotation  to  order  processing,  order  tracking  and  fulfillment.  ...  . 

• Vanstar  has  centralized  its  configuration  and  distribution  facilities  in  two  automated  distribution  centers  in  Indianapolis 
(IN)  and  Livermore  (CA).  These  facilities  handle  product  receiving,  warehousing,  central  configuration,  testing,  order 
handling  and  shipping. 


Operation  and  Support  Services 

Vanstar's  network  operation  and  support  services  include  moves,  adds  and  changes,  repair  and  maintenance,  help  desk,  network 
monitoring,  and  asset  management. 


# Vanstar  installs  additional  hardware  and  software  to  increase  the  capacity  of  or  otherwise  upgrade  existing  products  and 

systems.  . . _.  ,, 

„ Repair  and  maintenance  services  include  extended  warranty  services,  depot  repair,  and  preventive  mainten  ince.  On  all 
products  for  which  Vanstar  is  authorized  to  provide  warranty  coverage,  it  offers  its  customers  extended  warranty  service 
on  standard  manufacturer  configurations  and  optional  components,  up  to  24  hours  per  day,  365  days  per  year,  anywhere 

intheU.S.  within  100  miles  of  any  of  Vanstar's  approximately  90  locations. 

a Help  desk  support  is  provided  through  Vanstar’s  National  Technical  Center  in  Roswell  (GA).  Support  ism  ailable  up  to 
24  hours  per  day,  7 days  per  week.  Help  desk  support  is  available  for  all  major  software  applications  and  operating 
systems,  including  network  software.  Help  desk  support  can  also  troubleshoot  problems  for  all  major  hardware  products. 
» Vanstar's  asset  management  system  captures  and  maintains  detailed  information  regarding  a customer  s installed  base  of 
PC  hardware  and  software  assets  and  generates  reports  and  schedules. 


Enhancement  and  Migration  Services 


Vansrar  provides  customization  and  migration  services  to  assist  customers  in  reducing  the  cost  and  disruption  of  changing 
technology  platforms. 

Vanstar's  proprietary  tools  and  methods  can  be  used  to  migrate  to  new  hardware  and  software  platforms.  Developed  under 
Horizon-- Vanstar’s  proprietary  development  methodology-and  managed  using  Lotus  Notes,  these  toolkits  detail  the  full  life 
cycle  processes  and  procedures  for  planning  and  implementing  a migration  project. 


Training  and  education  services  include  a nationwide  network  of  classrooms  and  instructor-led  or  computer-based,  self-paced 
courses  at  introductory  and  more  advanced  levels. 

* Topics  covered  include  operating  systems,  networking  electronic  mail  and  personal  productivity  software. 

* Vanstar  is  a Lotus  Authorized  Education  Center  and  provides  Lotus  Notes  certification  classes  for  application 
developers,  systems  administrators,  consultants  and  specialists. 


Automated  Systems,  Process  Methodologies  and  Technical  Personnel 

Vanstar  has  several  automated  systems  to  reduce  migration  costs,  enhance  service  quality  and  improve  reporting.  Vanstar  uses  a 
number  of  electronic  links,  including  EDI,  to  connect  customers'  systems.  Automated  systems  include  the  following. 

• Vanstar  Navigator,  a customer  interface  and  order  management  system  that  provides  information  about  Vanstar  s 
products 
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• Cockpit,  an  order  management  system  used  by  Vanstar  customer  representatives  to  generate  quotes  and  enter  and  track 
product  orders 

• DCMS  and  FLEX  manage  the  flow  of  orders  through  the  distribution  process  and  provide  on-line  information  for 
configuring  systems.  They  are  used  to  operate  Vanstar's  automated  distribution  and  configuration  centers. 

• Tracker  tracks  each  package  from  the  warehouse  to  the  customer  site. 

• NOVA  is  a proprietary  system  that  manages  Vanstar's  systems  engineering,  help  desk,  dispatch,  repair,  installation, 
moves/add/changes  and  asset  management  services.  NOVA  is  scheduled  for  implementation  during  1996. 

Horizon,  Vanstar's  proprietary  development  process,  includes  a series  of  toolkits  to  provide  standards  and  solutions  for  common 
network  problems  and  tools  for  solving  unique  problems.  Lotus  Notes  is  used  by  Vanstar  for  electronic  delivery  of  systematized 
procedures  and  processes. 


Vanstar  employs  more  than  2,200  technical  professionals  in  the  U.S.,  including  more  than  600  systems  engineers.  Vanstar  is  also 
developing  specialized  groups  of  technical  professionals  in  the  areas  of  operations,  methods  and  practices,  process  management, 
and  consulting. 


• The  engineering  staff  is  certified  in  the  major  network  operating  systems  and  has  expertise  with  LAN  and  WAN 
networking  products  and  protocols. 

• Vanstar  supports  major  network  operating  systems,  including  Microsoft  Windows  NT  and  BackOffice,  Novell  NetWare, 
IBM  LAN  Server,  and  AppleShare. 

Clients 


Vanstar  has  a range  of  customers  in  various  industries. 


Customers  that  purchased  products  and  services  in  excess  of  S 1 million  during  the  1 2 months  ending  October  31  1995  are  listed 
below. Exhibit 


Vanstar  Partial  Customer  List 


Customer  Name/Industry 

Customer  Name/Industry 

Aluminum  Company  of  America/Manufacturing 

American  Greetings  Corporation/Manufacturing 

Autodesk,  Inc./Software 

Avid  Technologies,  Inc./Software 

BellSouth  Corporation/Telecommunications 

Charles  Schwab  and  Company/Financial  Services 

Cigna  Corporation/Insurance 

Duke  Power  Company/Utility 

Federal  Express  Corporation/Transportation 

Florida  Power  & Light  Company/Utility 

Ford  Motor  Company/Manufacturing 

Hoechst  Celanese  Corporation/Chemicals 

Hoffman-La  Roche/Pharmaceuticals 

IBM  ISSC/Computer  Services 

IBM/Computers 

Lehman  Brothers  Inc./Financial  Services 
Liberty  Mutual  Insurance  Group/Insurance 

Lotus  Development  Corporation/Software 

MCI  Communications/Telecommunications 

Microsoft  Corporation/Software 

Mobil  Oil  Corporation/Oil  and  Gas 

Motorola,  Inc./High  Technology 

Owens-Coming  Fiberglas/Manufacturing 

Phoenix  Newspapers,  Inc./Publishing 

Praxair  Inc./Manufacturing 

Sedgwick  James,  Inc./Insurance 

Signet  Banking  Corp./Financial  Services 

Sony  Music  Entertainment,  Inc./Entertainment 

State  of  New  Jersey/Govemment 

Sybase,  Inc./Software 

The  Equitable  Companies,  Inc./Insurance 

Union  Carbide  Corporation/Chemicals 

United  Technologies/Aerospace;  Manufacturing 

UNUM  Corporation/Insurance 

In  January  1996,  Vanstar  was  awarded  a three-year  contract  worth  approximately  $550  million  to  manage 
Microsoft's  PC  procurements,  including  delivery,  setup  and  installation  of  both  PCs  and  peripherals. 


• The  contract  applies  to  approximately  12,500  desktops  at  Microsoft's  domestic  sites. 

• The  agreement  calls  for  a shared-risk  pricing  model  whereby  Vanstar  can  benefit  from  reducing  Microsoft's 
overall  costs. 

Marketing  and  Sales 


Vanstar  markets  its  products  and  services  by  targeting  executives  of  large  enterprises  who  have  information 
making  authority. 


technology  decision- 
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As  of  October  31,  1995,  Vanstar's  domestic  sales  network  included  more  than  540  field  sales  and  service  representatives. 
Vanstar's  direct  sales  force  includes  account  managers  and  technical  sales  personnel. 

• Account  managers  are  responsible  for  prospecting  new  business,  maintaining  and  expanding  relationships  with  current 
customers,  and  ensuring  customer  satisfaction. 

• Technical  sales  personnel  provide  the  technical  expertise  to  support  and  supplement  the  sales  effort. 


Alliances 


In  March  1996,  Vanstar  announced  it  would  resell  and  support  products  from  Checkpoint  Software  Technologies,  including 
FireWall-1  for  Windows  NT,  a network  security  software  product.  With  FireWall-1,  Vanstar  can  design  and  install  a corporate 
Intranet  that  is  customized  to  meet  any  company's  security  requirements. 

In  January  1996,  Vanstar  entered  into  international  alliances  with  Groupe  Bull  and  Ingram  Micro  in  support  of  Vanstar  s Global 
Enterprise  Services. 

In  May  1995,  Vanstar  entered  into  an  agreement  with  Microsoft  whereby  Vanstar  would  hire  a substantial  number  of  systems 
engineers  to  support  Microsoft's  BackOffice  and  Windows  NT  suite  of  networking  products. 


Vanstar  is  an  International  Business  Partner  to  IBM  and  has  similar  relationships  with  Hewlett-Packard  and  IBM. 
Vanstar  has  many  subcontracts  with  prime  federal  government  contractors. 

Competition  


Major  competitors  include  computer  manufacturers  and  outsourcers  entering  the  personal  computer  services  marketplace, 
including  Digital  Equipment  Corporation  (Multivendor  Services),  EDS,  Hewlett-Packard  (Multivendor  Services)  and  IBM  ISSC. 


Other  competitors  include  VARs,  systems  integrators  and  third-party  service  companies,  including  AmeriData  Technologies, 
Inc.,  CompuCom  Systems,  Inc.,  DecisionOne,  Entex  Information  Services,  InaCom  Corp.,  MicroAge,  Inc.  and  Technology 
Service  Solutions. 

INPUT  Assessment 


Vanstar's  strengths  include  the  following: 

• Providing  a full  continuum  of  managed  services  (outsourcing)  and  life  cycle  management  solutions 

v The  company  is  in  a high-growth  market-desktop  services-and  is  one  of  the  leading  providers  of  multi  vendor  PC 
support  services. 

• The  company  has  a number  of  Fortune  1 000  companies  among  its  clients,  reflecting  its  ability  to  provide  support  on  a 
nationwide  basis. 

• The  company  is  certified  and  warranty  authorized  by  many  of  the  leading  PC  hardware  and  software  vendors. 


Challenges  include  the  following: 

• Successfully  maintaining  a cost-effective,  centralized  operating  structuring  while  continuing  to  provide  quality  support 
to  its  customers 

• Expanding  its  service  offerings  outside  the  U.S.  to  support  multinational  customers 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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UPDATED: 

03/01/1996 


Headquarters 


2593  Coast  Avenue 
Mountain  View,  CA  94043 
U.S. 

Phone:  Fax: 

(415)961-7500  (415)961-7300 

Company  Web  Site: 

http://www.  verisign  .com 


Summary  Info 


Chairman: 

President/CEO: 

Status: 

Employees: 

Revenue: 


Jim  Bidzos 
Stratton  D.  Sclavos 

Private 

48(12/1995) 

N/A 


Year  End 


Dec-1995 


Key  Points 


• VeriSign,  formed  in  1995,  is  the  first  company  established  specifically  to  provide  Digital  IDs  (also  known  as  digital 
certificates)  and  related  technology. 

• Public-key  cryptography  is  an  enabling  technology  for  unbreakable  security  within  the  Internet  and  World  Wide  Web 
(WWW),  electronic  commerce,  client/server  computing,  and  wireless  communications. 

• VeriSign's  Digital  IDs  play  a key  role  in  ensuring  the  essential  privacy  and  authentication  capabilities  provided  by 
public-key  cryptography.  A Digital  ID  binds  a person's  or  company's  identity  to  a digital  key  that  can  be  used  to  conduct 
secure  communications  or  transactions.  This  binding  is  accomplished  through  a strict  assurance  process  conducted  by  a 
trusted  third  party  that  also  electronically  signs  the  Digital  ID  so  that  parties  accepting  it  in  a transaction  have  confidence 
of  its  origin.  The  Digital  ID  can  then  be  attached  to  electronic  transactions  and  communications  as  the  critical 
authentication  component. 


Company  Description 


VeriSign  provides  Digital  ID  products  and  services  for  both  public  and  private  networks  that  use  public-key  cryptography  to 
provide  security,  privacy  and  authentication  for  the  electronic  commerce  marketplace. 


VeriSign  is  a spin-off  of  RS A Data  Security,  a leading  provider  of  cryptography  solutions. 

„ In  1989,  RSA  was  contracted  by  GE  Information  Services,  Chemical  Bank  and  GinnyMae  to  provide  certi  ication 
services  for  users  in  an  application  that  electronically  moves  mortgage  pools.  This  was  the  beginning  of  a Digital  ID- 
related  business  that  became  RSA's  Certificate  Services  organization  in  1992. 

„ In  June  1 995,  RSA  spun  off  its  Certificate  Services  organization  to  form  VeriSign,  a separate  company  fun  ded  by  a 
group  of  investors  that  include  RSA,  Ameritech,  Bessemer  Venture  Partners,  Fischer  International,  Mitsub  shi,  Security 
Dynamics  and  Visa  International. 

VeriSign  is  now  working  with  its  investors  and  partners  to  open  the  digital  marketplace  to  all  markets. 

Organization  and  Structure 


Jim  Bidzos,  president  and  founder  of  RSA  Data  Security,  is  VeriSign's  chairman  of  the  board.  VeriSign's  key  officers  are  listed 
below: 


VeriSign  Key  Officers 


Name 

Title 

Jim  Bidzos 
Stratton  D.  Sclavos 
Michael  S.  Baum 
George  J.  Ziemba 

Chairman 

President  & CEO 

VP  Practices  and  External  Affairs 

VP  Sales  and  Business  Development 

VeriSign  has  offices  in  Mountain  View  (CA)  and  Tokyo  (Japan). 
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Company  Strategy 

VeriSign's  goal  is  to  provide  consumers,  merchants  and  corporations  with  the  confidence  necessary  to  conduct  electronic 
commerce  worldwide. 

Elements  of  the  company's  strategy  include: 

• One  hundred  percent  focus  on  digital  authentication  products  and  services 

• Working  with  partners  to  enable  applications  with  digital  signature  capabilities 

Financials 

It  is  anticipated  that  revenue  during  1 996  (the  company's  first  full  year  of  operations)  will  exceed  $3  million. 

Industry  Markets 


Any  product  or  service  that  can  benefit  from  privacy  and/or  authentication  of  messages,  content,  users,  or  providers  is  a potential 
market  for  Digital  IDs,  including: 

• Internet,  WWW  and  on-line  services 

• Electronic  commerce,  including  EDI 

• E-mail  and  groupware/collaborative  computing 

• Client/server  application  development 


Geographic  Markets 


VeriSign's  products  and  services  are  available  in  the  U.S.  and  many  international  markets. 

Employees 


VeriSign  currently  has  48  employees. 

Key  Products  and  Services 


VeriSign’s  services  and  products  are  divided  into  three  lines  of  business-Public  Certificate  Services  (also  known  as  Digital  ID 
Services),  Private-Label  Certificate  Services  and  Certificate  Management  Products. 

Digital  IDs  from  VeriSign  conform  to  the  international  standard  for  digital  certificates,  assuring  interoperability  with  other 
products  and  services  that  support  the  standard. 


• VeriSign  Digital  IDs  also  support  the  leading  standard  for  certificate-based  privacy  and  authentication  systems— the 
Public  Key  Cryptography  Standard  (PKCS). 

• PKSC,  established  in  1991  by  RSA  and  several  leading  corporations  and  educational  institutions,  provides  application 
designers  with  a common  framework  for  building  secure,  interoperable,  platform-independent,  certificate-based 
applications. 


Public  Certificate  (Digital  ID)  Services 


VeriSign  issues  and  manages  Digital  IDs  to  support  users  of  a range  of  electronic  commerce  solutions.  Public  Digital  IDs  can  be 
issued  to  individuals  for  use  with  WWW  client  software,  secure  E-mail  packages  and  other  user  applications.  VeriSign  works 
with  application  developers,  service  providers  and  VeriSign  Affiliates  to  enable  certificate  use  within  their  products. 

VeriSign  is  a full-service  provider  of  Digital  IDs  directly  to  users  and  a provider  of  products  and  enabling  technology  to  other 
companies  that  want  to  issue  Digital  IDs.  VeriSign  provides  issuing,  revocation,  and  status  services  for  two  types  of  Digital  IDs: 
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• Corporate  Digital  IDs  are  used  to  facilitate  intercompany  communication  that  benefits  from  having  the  company's  name 

on  the  Digital  ID  of  employees  and  other  affiliates  of  each  company. 

• Personal  Digital  IDs  are  used  by  individuals  who  do  not  need  company  affiliation  and  sponsorship  in  order  to  conduct 
their  company  or  personal  business. 


VeriSign  has  three  primary  issuing  arrangements  to  deliver  Digital  IDs  to  users  of  Digital  ID-enabled  applications,  products  and 
services.  Issuer  options  include: 


• VeriSign— Digital  IDs  are  issued  directly  by  VeriSign  to  individuals  without  corporate  sponsorship  or  to  employees  and 
other  affiliates  of  companies  or  organizations  that  want  to  outsource  the  actual  issuing  and  management  of  Digital  IDs  to 

VeriSign.  ... 

• Customer— Digital  IDs  are  issued  by  companies  to  their  own  employees  and  affiliates  using  the  necessary  secure 

hardware  provided  by  VeriSign. 

• Reseller— Digital  IDs  are  issued  by  companies  authorized  by  VeriSign  to  provide  Digital  IDs  and  related  services. 
VeriSign  is  actively  encouraging  reseller  relationships  to  satisfy  the  Digital  ID  requirements  of  specific  vertical  markets, 
complex  distribution  channels  and  remote  geographies. 


To  integrate  Digital  IDs  within  a product  or  service,  the  first  step  is  to  license  public-key  cryptography  from  RSA  Data  Security 
or  an  authorized  OEM  licensee.  Once  the  public  key  associated  with  one  or  more  of  VenSign’s  Digital  ID  hierarchies  is  included 
with  the  software  distributed  to  users,  these  users  are  ready  to  be  issued  Digital  IDs  by  VeriSign  or  one  of  its  certification 
partners. 


VeriSign  issues  and  manages  several  classes  of  Digital  IDs,  differentiated  by  the  level  of  assurance  or  trust  associated  with  the 
Digital  ID  The  assurance  level  depends  on  the  degree  of  rigor  or  due  diligence  VenSign  applies  to  establishing  a binding 
between  an  individual  or  entity  and  his/her/its'  public  key.  The  registration  process  for  all  classes  of  Digital  IDs  is  c ompleted  on- 
line to  ensure  a fast  response. 


* Class  1 Digital  IDs  ensure  uniqueness  of  name  or  E-mail  address  only.  Class  1 Digital  IDs  might  support  c isual  WWW 

browsing  and  E-mail.  . ... 

* Class  2 Digital  IDs  provide  a higher  level  of  assurance  regarding  a person's  identity  by  involving  third-parly  verification 
of  the  name,  address,  and  other  personal  information  provided  in  the  registration  process.  Class  2 Digital  IDs  might 
support  intra-company  E-mail,  on-line  purchasing  from  electronic  malls,  and  on-line  subscriptions. 

i,  Class  3 Digital  IDs  provide  yet  a higher  level  of  identity  assurance  by  involving  personal  presence  or  regis  ered 
credentials.  Class  3 Digital  IDs  might  support  transactions  demanding  a higher  level  of  assurance  of  the  ldi  ntity  of 
individuals.  Typical  applications  might  include  inter-company  E-mail,  electronic  banking,  higher-value  pu  chases  from 
electronic  malls,  and  membership-based  on-line  subscription  and  information  services. 

t.  Class  4 Digital  IDs  involve  personal  presence  plus  a more  thorough  investigation  of  the  individual  and/or  t he 
organization  they  represent. 


VeriSign  Server/Entity  Digital  ID  Services-VeriSign  also  issues  Digital  IDs  for  entities. 


„ Many  of  the  leading  SSL-  and  S-HTTP-based  WWW  servers  (e.g.,  Netscape,  Open  Market,  and  IBM)  use  VeriSign 
Digital  IDs  to  provide  trust  in  the  server's  public  key.  The  public  key  is  instrumental  in  providing  the  secui  ; link 
between  client  and  server  necessary  to  exchange  credit  card  numbers  and  other  sensitive  information. 

,,  VeriSign  currently  offers  a Class  3 Digital  ID  for  electronic  commerce  servers.  Proof  of  right  to  use  the  requested  name 
for  the  server  must  be  provided  in  the  form  of  a letter  from  an  authorized  company  representative  and  Artu  les  of 
Incorporation  or  other  registered  company  formation  documents. 

On-line  Certificate  Services-VeriSign  provides  Digital  ID  directory  and  revocation  list  services  via  the  WWW  and  E-mail  to 
facilitate  obtaining  other  people's  Digital  IDs  and  verifying  the  validity  of  Digital  IDs  and  digital  signatures. 


In  September  1995,  VeriSign  announced  the  World  Wide  Web's  first  Online  Digital  ID  Issuing  Service.  Being  released  in 
conjunction  with  Netscape  Navigator  2.10,  this  service  allows  users  to  enroll  directly  and  receive  their  own  unique  Digital  IDs. 


Private-Label  Certificate  Services 

VeriSign  also  designs,  builds  and  manages  private-label  certificate  management  solutions  for  service  providers  or  corporations 
with  high-volume  enrollment,  management,  or  authorization  requirements. 

Private-label  certificates  are  restricted  use  certificates.  They  are  suitable  for  conveying  information  about  authorization, 
permissions,  and  access  rights,  as  well  as  the  basic  identification  information  contained  in  VenSign's  public  Digital  IDs. 

Within  this  line  of  business,  VeriSign  is  able  to  support  customer-specific  authorization  requirements,  while  still  providing 
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outsourcing  of  the  actual  operation  associated  with  issuing  the  private-label  certificates. 

For  example,  VeriSign  could  work  closely  with  a financial  services  organization  interested  in  providing  Internet  services  for  its 
customers.  VeriSign  would  design,  build  and  operate  a branded  solution  that  allows  the  organization's  customers  to  request  and 
receive  custom  certificates,  which  could  be  used  to  authorize  activities  such  as  funds  transfer  or  product  purchases. 


Clients  of  VeriSign's  private-label  services  include  the  following: 


• VeriSign  is  issuing  Digital  IDs  to  Cisco  Systems'  employees  using  Apple's  MacOS  7.5  and  a forms  package  from  Shana 
Corporation  for  a variety  of  human  resources  applications. 

• VeriSign  has  provided  an  on-site  Digital  ID  issuing  capability  to  TRW  in  support  of  several  productivity  pilot  programs 
using  digital  signatures. 

• VeriSign  issued  the  Digital  ID  that  enables  Virtual  Vineyards  to  securely  accept  credit  card  payments  as  part  of  its 
business  of  selling  wines  over  the  Internet  using  Netscape's  Commerce  Server. 

Certificate  Management  Products 

VeriSign  also  builds  WWW-based  products  for  both  the  enterprise  and  high-volume  commercial  certificate  projects. 


The  new  certificate  management  products  will  incorporate  architectural  advances,  including  customizable  enrollment  templates, 
flexible  certificate-signing  modules,  and  multisource  authorization  capabilities. 


The  products  address  the  four  main  aspects  of  certificate  management— enrollment,  rollover  or  renewal,  revocation,  and 
compromise. 


The  certificate  management  series  will  be  available  in  early  1996  and  will  include: 


• An  entry-level  system  for  moderately  sized  organizations  creating  private-label  certificates  or  brand-name  public 
certificates.  This  is  a turnkey  system  for  organizations  such  as  businesses,  educational  institutions  and  government 
agencies  that  issue  certificates  to  members  or  employees  only. 

• A high-end  system  for  very  large  organizations  creating  a large  volume  of  private-label  or  brand-name  public 
certificates.  Included  in  this  system  are  customizable  management  tools  for  handling  the  large  volume  and  usage 
monitoring  that  a larger  certification  authority  needs. 

Marketing  and  Sales 


VeriSign  sells  its  products  and  services  through  a direct  sales  force  and  through  select  systems  integrators. 

Alliances/Partnerships 


Vendors  that  have  added  VeriSign's  Digital  IDs  to  their  software  products/services  include  the  following: 


• Apple  Computer  (DigiSign  digital  signature  utility) 

• Netscape  (Netscape  Commerce  Server,  Navigator  2.0) 

• Open  Market  (Secure  Webserver) 

• Microsoft  (Internet  Information  Server) 

• Oracle  (Web  Server  2.0) 

• IBM  (WebExplorer  Browser  and  Internet  Connection  Secure  Server  for  AIX  and  OS/2) 

• CompuServe  (Internet  Office  Web  Server) 

• O'Reilly  and  Associates  (WebSite  Professional) 

• StarNine  Technologies  (WebSTAR  SSL  Security  Tool  Kit) 

• CyberCash  (CyberCash  Wallet) 


Other  industry  leaders,  including  America  Online,  CyberCash,  Dun  & Bradstreet,  GE  Information  Services,  Intel,  Lotus 
National  Semiconductor,  Premenos  and  Sun  Microsystems,  have  announced  their  support  of  VeriSign's  efforts  to  make  Digital 
IDs  widely  available.  6 
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VeriSign's  primary  competitor  is  the  U.S.  Postal  Service. 

Assessment 


VeriSign's  strengths  include  the  following: 

• It  is  the  only  company  100%  focused  on  digital  authentication  products  and  services. 

• An  infrastructure  exists  to  support  large-scale  deployments  (in  the  millions). 

• The  company  is  setting  de  facto  standards. 

The  key  challenge  for  VeriSign  is  educating  the  market. 

For  INPUT  Hotline  Support,  submit  e-maiTto  hotline@input.com 
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303  Second  Street 
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Company  Web  Site: 

http://www.walker.com 

Year  End 

Key  Points 


Summary  Info 

Leonard  Y.  Liu 
Public 

419(12/1996) 
$ 62.8  mil 

Dec-1996 


• Walker  Interactive  Systems,  Inc.  (Walker) 

is  a provider  of  high-end  mainframe  client/server  business  and  financial  applications  for  Fortune  1000-class 
organizations  worldwide. 

• In  June  1996,  Walker  announced  the  new  Business  Framework  Series  of  On-Line  Analytical  Processing  (OLAP)-based 
client/server  financial  consolidation,  planning,  and  analysis  products. 

• In  May  1 996,  Walker  acquired  Hunt  Systems  Group,  Inc.,  a provider  of  OLAP  financial  applications. 

• In  March  1 996,  Walker  announced  the  WalkerClient  Q&R  and  Walker  InfoView  components  of  Walker's  recently 
available  Information  Access  solution. 

• In  February,  1996,  Walker  announced  an  agreement  with  IBM  to  deliver  new  S/390  mainframe  client/server  products 
including  Walkers'  financial  applications. 

• In  June  1 995,  Leonard  Y.  Liu  was  appointed  to  the  positions  of  Chairman  of  the  Board,  President,  and  Chi  ef  Executive 
Officer,  succeeding  David  W.  Brownlee,  who  announced  his  planned  resignation  in  January  1995.  Prior  to  joining 
Walker,  Mr.  Liu  was  Chief  Operating  Officer  at  Cadence  Design  Systems,  Inc.,  a provider  of  design  automation 
software. 

Company  Description 


Walker  Interactive  Systems,  Inc.,  founded  in  1 973,  designs,  develops,  markets,  and  supports  high-performance  bm  iness  and 
financial  application  software  products,  and  provides  related  professional  services  primarily  for  Fortune  1000  companies  and 
governmental  organizations  worldwide. 


The  ’ Valker  Enterprise  Series  includes  Walker's  core  product  for  the  mainframe  server,  the  Tamaris  suite  of  busine  ;s  and 
financial  applications,  WalkerClient,  desktop  tools,  OLAP  applications,  financial  consolidations  and  budgeting  and  planning 
applications  addressing  business  functions,  desktop  GUI,  and  information  access  functionality. 


Walker's  software  products  include  productivity  tools  that  allow  the  company's  applications  to  be  customized  to  the  clients' 
requirements. 

Organization  and  Structure 


Headquartered  in  San  Francisco  (CA),  Walker  has  offices  in  Atlanta  (GA),  Chicago  (IL),  Boston  (MA),  the  United  Kingdom, 
Singapore,  and  Australia. 

Company  Strategy 


Walker's  strategy  is  to  be  the  leading  supplier  of  best-of-breed  financial  applications  for  the  high-end  corporate  market.  As  the 
mainframe  is  making  a resurgence  as  the  enterprise  server,  Walker  is  placing  strong  emphasis  on  its  high-end  mainframe  server 
financial  application  suite  as  a central  component  of  the  company's  strategy. 

To  this  end,  Walker  has  continued  to  invest  in  the  enhancement  of  its  core  product  for  the  mainframe,  the  Tamaris  suite  of 
business  and  financial  applications.  Tamaris,  in  combination  with  the  company's  desktop  products,  provides  the  high-volume, 
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mission-critical  "back  office"  mainframe  processing,  while  simultaneously  being  dedicated  to  servicing  numerous  users  with 
distributed  information. 

Financials 


Walker's  1995  revenue  was  $58.9  million,  a decrease  of  16%  over  revenue  of  $69.8  million  in  1994.  The  company  incurred  a net 
loss  of  $9.4  million,  compared  to  losses  of  $12.9  million  the  previous  year. 


A five-year  financial  summary  is  shown  on  the  following  page. 

Results  have  been  attributed  to  the  following: 

• The  decline  in  revenue  was  attributed  to  a $10  million  decrease  in  license  revenues  in  1995  over  1994,  offset  by  cost 
reductions  in  the  fourth  quarter. 

• Net  losses  were  attributed  to  the  decline  in  revenue  combined  with  charges  of  $ 1 0.8  million  taken  in  the  second  and 
third  quarters  for  facilities  consolidation,  asset  write-downs,  and  sales  and  use  tax  liability. 

Product  development  expenditures  were  approximately  $12.6  million  in  1995,  a decrease  of  14%  from  $14.6  million  in  1994. 
Reduction  in  spending  was  due  to  planned  decreases  in  operating  costs  and  the  average  number  of  product  development 
personnel  in  1995  compared  to  1994. 


Walker  Interactive  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$58.9 

$69.8 

$65.1 

$62.9 

$44.7 

• Percent  change  from 
previous  year 

(16%) 

7% 

3% 

41% 

57% 

Income  (loss)  before  taxes 

$(10.2) 

$(15.0) 

$4.9 

$11.9 

$4.5 

• Percent  change  from 
previous  year 

32% 

(a) 

(406%) 

(59%) 

164% 

221% 

Net  income  (loss) 

$(9.4) 

$(12.9) 

$3.9 

$7.9 

$3.0 

• Percent  change  from 
previous  year 

27% 

(431%) 

(50%) 

163% 

N/A 

Earnings  (loss)  per  share 

$(0.72) 

$(1.01) 

$0.30 

$0.64 

$0.28 

• Percent  change  from 
previous  year 

29% 

(437%) 

(53%) 

129% 

N/A 

(a)  Includes  unusual  charges  of  $23.2  million  associated  with  write-offs  for  purchased  research  in-process  research  and 
development  and  capitalized  software  and  severance  costs. 

Revenue  Analysis  by  Product/Service 

Approximately  9%  of  Walker's  1995  revenue  was  derived  from  software  licensing,  48%  from  software  maintenance,  and  43% 
from  professional  consulting  and  other  services. 

A three-year  source  of  revenue  summary  follows: 
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Walker  Interactive  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

License  fees 

$5.1 

9% 

$15.4 

22% 

$15.7 

24% 

Maintenance  fees 

28.4 

48% 

26.8 

38% 

23.3 

36% 

Consulting  and  other  services 

25.4 

43% 

27.6 

40% 

26.1 

40% 

Total 

$58.9 

100% 

$69.8 

100% 

$65.1 

100% 

• The  67%  decrease  in  software  license  fees  was  attributed  to  weak  demand  for  mainframe  software  applications  in  1995. 

• Maintenance  revenue  increased  6%  as  a result  of  the  addition  of  Financial  Solutions  Limited  maintenance  customers  and 
increases  in  annual  maintenance  fees. 

• Consulting  and  other  services  revenue  fell  8%  primarily  due  to  a decline  in  new  license  sales,  which  provide  Walker 
with  a large  portion  of  its  consulting  opportunities. 

Interim  Results 

Revenue  for  the  six-month  period  ending  June  30,  1996  reached  $29.7  million,  a 3%  decrease  over  revenue  of  $30.8  million  for 
the  same  period  in  1995.  The  company  experienced  a net  loss  of  approximately  $2.2  million  for  the  period,  as  compared  to  a loss 
of  $ 1 . 7 million  the  previous  year. 

Losses  were  attributed  to  $2.8  million  in  charges  associated  with  the  acquisition  of  Hunt  Systems  in  May  1996. 


Market  Financials 


Walker  markets  is  products  and  services  primarily  to  Fortune  1000  companies  and  similarly-sized  businesses,  and  governmental 
orgar  izations  throughout  the  world. 

Geographic  Markets 


Approximately  7 1 % of  Walker's  1 995  revenue  was  derived  from  North  America,  decreasing  1 8%  over  revenue  in  994,  and  the 
rema  ning  29%  of  revenue  was  derived  from  international  sources  . 

A thi  3e-year  geographic  source  of  revenue  summary  follows: 


Walker  Interactive  Systems,  Inc. 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$41.6 

71% 

$50.9 

73% 

$52.4 

80% 

Europe 

12.6 

21% 

16.6 

24% 

11.5 

18% 

Asia  Pacific 

4.7 

8% 

2.3 

3% 

1.2 

2% 

Total 

$58.9 

100% 

$69.8 

100% 

$65.1 

100% 

Acquisitions 
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In  May  1996,  Walker  acquired  Hunt  Systems  Group,  Inc.  of  Atlanta  (GA),  for  $2.4  million  cash,  plus  additional  amounts  which 
are  based  on  the  achievement  of  certain  performance  targets  during  the  next  several  years. 


• Hunt  Systems  provides  enterprise-wide  financial  consolidation,  budgeting  and  planning,  and  forecasting  applications 
based  on  OLAP  technology. 

• Included  in  the  acquisition  was  the  next-generation  software  technology  for  Financial  Consolidations  and  Planning  & 
Budgeting. 

• The  addition  of  this  technology  has  enabled  Walker  to  enter  the  new  market  of  OLAP  financial  applications. 

In  June  1994,  Walker  purchased  The  Solutions  Group  Limited  (TSGL)  and  its  wholly  owned  subsidiary,  Financial  Solutions 
Limited,  a provider  of  client/server  financial  applications,  for  a cost  of  $13.6  million. 

Employees 


As  of  December  31,  1995,  Walker  had  388  employees  (253  in  the  U.S.  and  135  internationally),  segmented  as  follows: 


Marketing  and  sales 61 

Customer  support 48 

Product  development 112 

Professional  services 120 

Data  processing,  administration, 

and  finance 47 


.388 


The  company  currently  has  400  employees. 

Key  Products  and  Services 


Walker  is  one  of  only  a few  vendors  that  support  the  IBM  mainframe  as  an  integral  part  of  an  enterprise  client/server 
environment.  The  company  builds  solutions  on  its  core  mainframe  server  applications,  with  graphical  desktop  presentation, 
information  access,  and  distributed  business  applications. 

Walker  groups  its  financial  applications  and  services  under  the  Walker  Enterprise  Series  umbrella,  which  includes  Tamaris, 
Aptos,  Business  Framework  Series,  Desktop/LAN  Interface,  Information  Access,  Integrated  Solutions,  and  Customization  Tools. 

Products 

Tamaris  C/S-  Walker's  core  product,  Tamaris  C/S,  is  a suite  of  graphical,  mainframe  client/server  business  applications 
designed  for  organizations  with  high  transaction  volumes. 


• Tamaris  C/S  applications  include: 

o General  ledger 
o Credit  and  accounts  receivable 
o Accounts  payable 
o Asset  management 
o Purchase  order  management 
o Inventory  management 
o Project  cost  management. 

• Tamaris  C/S  supports  mainframe  server  environments,  including  the  IBM  S/390  CMOS  and  Parallel  Sysplex. 

• Certain  Tamaris  C/S  applications  and  services  are  bundled  as  part  of  IBM’s  Entry  Server  Offering  program,  which 
includes  packaged  System/390  CMOS  hardware,  software,  and  services. 


Aptos  is  a suite  of  financial  applications  for  the  UNIX  environment,  designed  for  mid-sized  stand-alone  organizations  or 
divisions  of  large  companies. 


• Aptos  applications  include: 
o General  ledger 
o Purchasing 
o Accounts  payable 
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o Accounts  receivable 
o Asset  management 

• Aptos  is  based  on  the  Uniface  development  environment  and  provides  a three-tiered  client/server  architecture  that 
supports  multiple  platforms  and  databases. 


Desktop/LAN  Interface  products  include  the  following: 

• WalkerClient  GUI  provides  a PC  graphical  user  interface  to  Tamaris  applications  in  a Microsoft  Windows  format. 

• WalkerClient  ADK  is  an  application  development  kit  allowing  the  user  to  modify  WalkerClient  GUI,  as  well  as  create 
business  processes.  It  can  be  used  to  generate  Microsoft  Visual  Basic  code,  which  is  then  enhanced  to  provide  additional 
customization,  function,  and  integration. 


Information  Access  products  include  the  following: 

• WalkerClient  Q&R  is  a full-featured  desktop  query  and  reporting  tool  based  on  IBI's  FOCUS  Six  For  Windows. 

o This  tool  also  provides  full  report  distribution  and  administration  capabilities, 
o Pricing  is  server  and  user-based,  ranging  from  $495  per  user  and  up. 

• Walker  InfoView  is  an  advanced  middleware  and  services  consisting  of  the  following: 

o IBI's  EDA/SQL  middleware  provides  access  to  commercial  data  sources,  operating  systems,  and  network 
protocols,  as  well  as  enabling  desktop  access  from  any  ODBC-compliant  end-user  tool, 
o A metadata  catalog  layer  provides  mappings  between  various  data  sources, 
o Pricing  is  server  and  user-based,  ranging  from  $495  per  user  and  up. 

• WalkerClient  DSS  is  a data  analysis  tool  based  on  Arbor  Software's  OLAP  software,  Essbase. 

o WalkerClient  DSS  provides  decision  support  using  spreadsheet  applications,  business  modeling  and  analysis, 
and  predefined  application  templates, 
o Pricing  is  server-  and  user-based,  ranging  from  $495  per  user  and  up. 

• Tamaris  ReportBuilder  enables  the  development  of  production  reporting  and  standard  reports  through  direct  mainframe 
access  with  core  applications  in  the  Walker  system. 

Business  Framework  Series—  The  Business  Framework  Series  is  Walker's  new  suite  of  OLAP-based  client/server  financial 
management  and  planning  products  designed  for  CFOs  and  other  senior  executives. 

u Currently  available  applications  include: 
o Financial  Consolidations 
o Budgeting  & Planning 

o Applications  planned  for  availability  in  late  1996  include: 
o Activity  based  costing 
o Forecasting 
o Profitability  analysis 
o Cost  analysis 

ii  The  Business  Framework  Series  products  support  UNIX,  NT,  and  OS/2  servers,  and  Microsoft  Windows  c ients. 
j Pricing  is  server  and  user-based.  Financial  Consolidations  begins  at  $65,000  for  1 0 concurrent  users;  Budfe  eting  & 
Planning  begins  at  $56,500  fro  10  concurrent  users  and  50  disconnected  budget  users. 

Integ  ■ ated  Solutions—  Walker's  integrated  solutions  combine  technology  and  custom  implementation  services  to  automate  the 
business  process. 

o These  are  targeted  to  Tamaris  customers,  for  extending  functionality  of  Walker  products, 
a Solutions  are  customer  driven,  and  also  incorporate  best-of-breed  third-party  applications. 

Customization  Tools-  -A  set  of  customization  and  productivity  tools  is  included  with  Tamaris. 

• An  extended  toolset  for  more  extensive  system  modifications  and  enhancements  is  also  available  under  a separate 
Application  Extension  License. 

• These  tools  can  be  used  to  customize  screens,  reports,  validation  rules,  functionality,  business  flow,  authorization  levels, 
tables  and  files,  as  well  as  for  extending  applications  with  user-specific  functions. 

Professional  Services 

Walker's  Professional  Services  Division  provides  training,  implementation,  customization,  migration,  and  related  services. 
Among  others,  services  are  offered  in  the  following  areas: 
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• Performance  tuning— To  increase  computer  throughput,  reduce  batch  processing  time,  and  otherwise  improve 
performance 

• Migration— Assistance  in  making  cost-effective  migrations  to  a new  release  or  from  one  platform  to  another 

• Conversion  and  integration-Walker  uses  re-usable  components  and  methodologies  to  integrate  or  convert  applications 
to  Walker. 

Maintenance  and  Support  Services 

Walker's  customer  support  and  maintenance  program  is  included  in  the  initial  license  fee,  after  which  the  client  can  renew  the 
maintenance  contract. 


Services  include: 


• 24-hour  hotline  telephone  support  for  problem  determination  and  resolution 

• Account  management  and  guidance  through  dedicated  regional  support  teams  for  specific  geographic  areas 

• Ongoing  functional  and  technical  enhancements  for  installed  products 

• Membership  in  Inter/Actions,  Walker's  user  group 

• Walker's  monthly  Software  Update  Notice  for  product  corrections 

• Product  updates  and  news  releases 

The  price  of  maintenance  contracts  covering  Walker's  software  products  are  calculated  as  a percentage,  typically  15%,  of  the 
related  product's  current  license  fee.  Walker  has  historically  experienced  an  annual  renewal  rate  of  more  than  90%  for  its 
maintenance  contracts. 

Clients 


Walker  has  more  than  450  customers  in  a wide  variety  of  industries. 

A sampling  of  Walker's  clients  include  AT&T,  Southern  Company  Services,  Aetna,  Caterpillar,  Kmart,  Qualex,  Kodak,  Coca- 
Cola  Company,  Frito-Lay,  PepsiCo,  British  Airways,  Delta  Airline,  Bank  of  America,  Mellon  Bank,  and  Budget  Rent-a-Car. 

Marketing  and  Sales 

Walker  markets  its  products  though  a direct  sales  force  in  North  America,  the  U.K.,  and  the  Pacific  Rim. 

In  support  of  the  sales  force,  Walker  conducts  marketing  programs  which  include  telemarketing,  seminars,  direct  mail, 
promotional  materials,  and  an  active  customer  communication  program. 

Alliances 


In  March  1996,  Walker  announced  a distribution  agreement  with  Information  Builders,  Inc.,  a leading  data  warehousing  and 
middleware  vendor,  to  deliver  information  access  products  such  as  Focus  for  Windows  and  EDA/SQL. 


In  February,  1996,  Walker  announced  an  agreement  with  IBM  to  deliver  new  S/390  CMOS-based  Entry  Systems  Servers  and 
Parallel  Sysplex  that  would  include  Walkers'  financial  applications.  This  agreement  continues  the  ongoing  relationship  between 
Walker  and  IBM,  enabling  IBM  to  co-market  Walker's  financial  applications  as  part  of  the  IBM  Software  Vendor  Marketing 
Program. 

Competition 


Walker  faces  competition  primarily  from  Dun  & Bradstreet  Software  Services,  Inc.,  SAP  AG,  Oracle  Systems  Corporation,  and 
PeopleSoft,  Inc. 

INPUT  Assessment 


Walker  feels  its  strengths  include  the  following: 
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• High-volume  transactions 

• Reliability 

• Centralized  corporate  data 

• Utilization  of  shared  services  model 


Challenges  facing  the  company  in  the  coming  year  include: 

• Resurgence  of  the  mainframe 

• Educating  the  market  as  to  the  importance  and  effectiveness  of  the  OLAP  technology 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotiine@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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UPDATED: 

02/19/1999 


Headquarters 


600  Technology  Park  Drive 
Billerica,  MA  01821-4130 


United  States 

Phone: 

978-967-5000 


Fax: 


Company  Web  Site: 

http://www.wang.com 


Company  Description 


Wang  Global 


Summary  Info 


Chairman/CEO: 

Status: 

Parent: 

Employees: 

Revenue: 

Year  End 


Joseph  M.  Tucci 
Public 

20,800  (06/1998) 
$ 1,887.0  mil 

Jun-1998 


Capability  Profiles 

CAPABILITY  REGION 

Desktop  Services  Europe 


Wang  Global  is  the  successor  to  Wang  Laboratories,  Inc.,  a Massachusetts  corporation  founded  in  1955,  which  implemented  a 
reorganization  plan  under  Chapter  1 1 of  the  U.S.  Bankruptcy  Code  that  was  approved  by  the  bankruptcy  court  on  S eptember  20, 
1 993.  The  predecessor  company  had  filed  for  reorganization  in  August  1 992.  The  reorganization  plan  was  consumi  nated  on 
December  16,  1993,  at  which  time  the  reorganized  company  was  reincorporated  in  Delaware.  On  May  12,  1998,  th  j court  issued 
an  order  authorizing  the  final  distribution  of  the  remaining  shares  to  holders,  and  closed  the  Chapter  1 1 case.  At  th;  t time  the 
company  started  doing  business  under  the  trade-name  Wang  Global. 


Wang  Global,  provides  information  technology  services  and  solutions,  including  network  and  desktop  design,  inte;  ration, 
security  and  management,  help  desk,  maintenance,  resale  and  installation  of  IT  and  communications  equipment,  w;  rranty 
support,  procurement,  electronic  commerce  and  customer  contact  solutions  for  financial  services  institutions. 


Wang  Global  provides  these  services  and  solutions  to  customers  on  six  continents  and  in  major  markets  around  the  world.  The 
company's  customers  include  banking  and  other  financial  institutions,  insurance  companies,  governments  and  their  affiliates, 
including  the  Governments  of  the  United  States,  Italy,  and  the  European  Commission,  and  commercial  enterprises  n the  retail, 
oil  and  gas  and  telecommunications  sectors  . 

Company  Strategy 


Wanj 's  business  strategy  includes: 


« Continue  to  build  a global  IT  services  and  solutions  business  which  provides  network  and  desktop  design,  integration, 
security  and  management,  help  desk,  maintenance,  resale  and  installation  of  IT  and  communications  equipment, 
warranty  support,  procurement,  infrastructure  support  for  and  integration  of  electronic  commerce  and  customer  contact 
solutions  for  financial  services  institutions. 

o Continue  to  sell  and  provide  support  for  multi-vendor  products  with  an  emphasis  on  deploying  common  operating 
environments  (COEs)  and  common  support  environments  (CSEs). 

• Continue  to  provide  support  for  current  VS,  GCOS  and  Olsy  customers  and  offer  upgrades  and  interoperability  options 
for  such  customers. 


The  key  elements  of  Wang's  business  strategy  are  as  follows: 


• Focus  on  network  and  desktop  computer  services  and  solutions.  Wang's  breadth  of  services  and  solutions  are  offered 
individually  or  as  a suite  of  service/solution  offerings.  By  offering  customers  a full  suite  of  services  and  solutions,  Wang 
believes  it  can  offer  its  customers  a comprehensive  arrangement  for  providing  desktop  and  network  products  and 
services. 
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• Complement  internal  growth  with  strategic  acquisitions  and  alliances.  Wang  believes  acquisitions  or  alliances  would 
complement  its  existing  core  competencies,  leverage  its  existing  strengths,  and  enhance  cost  efficiencies  across  the  entire 
organization.  Management  intends  to  continue  to  analyze  additional  acquisition  opportunities  and  opportunities  to  form 
additional  strategic  alliances  and  to  pursue  those  opportunities  that  further  its  overall  business  strategy. 

Financials 


Wang's  fiscal  1998  revenue  reached  $1,887.0  million,  a 49%  increase  over  fiscal  1997  revenue  of  $1,268.4  million.  Net  income 
was  $(28 1 .6)  million,  down  503%  from  $69.9  million  for  fiscal  1997.  Wangs  five-year  financial  summary  is  listed  below. 


Gross  Margin 


Services  gross  margin  decreased  to  2 1 .4%  compared  to  23 .8%  in  the  prior  year.  Margins  were  negatively  affected  by  the  increase 
in  lower-margin  maintenance  revenues  on  multi-vendor  services  products,  the  decline  in  higher-margin  revenues  from  traditional 
maintenance  contracts  and  Olsy's  lower  margin  structure. 


Product  gross  margin  was  19.8%,  compared  to  25.6%  in  the  prior  year.  This  decrease  is  primarily  the  result  of  the  decline  in 
traditional  VS  and  GCOS  product  sales,  which  have  historically  higher  margins  than  the  margins  on  resold  client-server 
products,  coupled  with  Olsy's  lower  margin  structure. 


Wang  Global 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1998 

1997 

1996 

1995 

1994 

Revenue 

$1,887.0 

$1,268.4 

$1,013.9 

$901.9 

$644.4 

• Percent  change  from 
previous  year 

49% 

25% 

12% 

40% 

206% 

Net  income 

$(281.6) 

$69.9 

$(5.5) 

$(68.1) 

$8.6 

• Percent  change  from 
previous  year 

-503% 

1171% 

108% 

-892% 

-98% 

Earnings  per  share 

$(7.29) 

$1.50 

$(0.74) 

$(2.34) 

$0.13 

• Percent  change  from 
previous  year 

-386% 

103% 

132% 

-1700% 

N/A 

(a)Fiscal  year  end  June  30,  1998 
Revenue  Analysis  by  Product/Service 

A two-year  summary  of  source  of  revenue,  as  reported  by  Wang  Global,  is  shown  below.  Wang  Global's  revenues  are  classified 
and  defined  as  follows: 

• Networked  technology  services  and  solutions,  comprised  of  services  and  products  related  to  the  design,  installation, 
operation  and  maintenance  of  global  computing  and  telecommunications  networks 

• Traditional  products  and  services,  comprised  of  VS,  GCOS  and  Olsy  proprietary  products  and  services,  and 

• Standard  products,  which  are  commodity  products  (pirmarily  related  to  Olsy)  sold  without  accompanying  services. 

Wang  Global 
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Two-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Source 

1998 

1997 

Services  Revenue: 

• Network  Technology 

• Traditional 

$1,022.1 

$247.4 

$708.2 

$255.7 

Total  Services 

$1,269.5 

$963.9 

Products  Revenue: 

• Traditional 

- Network  Technology 

- Traditional 

• Standard  ^ 

- Network  Technology 

- Traditional 

$297.5 

$196.0 

$92.8 

$31.2 

$234.0 

$70.5 

N/A 

N/A, 

Total  Products 

$617.5 

$304.5 1 

Total  Services  & Product  Revenue 

$1,887.0 

$1,268.4 

(a)Standard  product  revenue  not  broken  out  for  fiscal  year  1 997 

Interim  Results 

For  tl  e six-month  period  ended  December  31,1 998,  Wang  Global  reported  revenues  of  $ 1 ,8 1 8.0  million  and  a net  loss  of  $27.6 
millit  n,  or  a loss  of  $0.75  per  diluted  share. 

Market  Financials 


The  United  States  government,  together  with  its  various  agencies,  is  a significant  customer  of  Wang  Global.  The  U S. 
government  provided  revenues  to  the  company  of  approximately  $383  million  in  fiscal  1998,  $385  million  in  fiscal  1997  and 
$228  million  in  fiscal  1996,  which  represented  approximately  20%,  30%,  and  22%  of  consolidated  revenues,  respectively,  in 
each  of  those  periods.  No  other  customer  accounted  for  more  than  10%  of  Wang's  consolidated  revenues  in  any  of  ihose  periods. 

Geographic  Markets 


Approximately  47%  of  Wang's  fiscal  1998  revenue  was  derived  from  the  U.S.  and  53%  from  international  markets  A three-year 
summary  of  geographic  sources  of  revenue  is  shown  below. 


Wang  Global 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1998 

1997 

1996 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

United  States 

J $893.9 

47% 

$858.9 

68% 

$537.6 

53% 

Other  Americas 

$86.8 

5% 

$69.4 

5% 

$63.8 

6% 

Europe/Africa/Middle  East 

$689.9 

36% 

$216.5 

17% 

$251.1 

25% 
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| Asia/Pacific 

$216.4 

12% 

$123.6 

10% 

$161.4 

16% 

Total 

$1,877.0 

100% 

$1,268.4 

N© 

ox 

O 

O 

$1,013.9 

1 00% 

Acquisitions 


In  March  1998,  Wang  completed  the  purchase  of  Olsy,  the  wholly-owned  information  technology  solutions  and  service 
subsidiary  of  Ing.  C.  Olivetti  & Co.  Olsy  is  a provider  of  IT  solutions  and  services  to  the  Italian,  European  and  other  global 
markets.  Olsy's  primary  geographical  markets  outside  Italy  are  U.K.,  Netherlands,  France,  Belgium,  North  America  and  Japan. 
Olsy  delivers  solutions  and  services  based  on  open  computing  standards,  distributed  client  server  architectures  and  network 
infrastructures  to  customers,  principally  in  the  banking,  public  authority,  utility  and  retail  sectors.  The  solutions  range  from  the 
development  of  the  initial  computing  environment  to  systems  integration  and  include  analysis,  design,  validation,  procurement 
and  production  through  to  delivery  and  roll  out  of  complete  solutions.  The  services  provided  by  Olsy  include  hardware,  software 
and  network  maintenance  and  support,  on-site  support  of  distributed  desktop  computing  environments  and  consultancy. 

In  November  1 996,  Wang  acquired  Advanced  Paradigms,  Inc.,  a provider  of  enterprise-wide  Microsoft  specific  LAN/WAN 
solutions  including  network  architecture  and  design  installation.  In  August  1996,  Wang  acquired  I-NET,  Inc.,  a vendor- 
independent  provider  of  outsourced  client/server,  network  and  desktop  management  services  for  the  commercial  and  federal 
sectors.  These  services  include  enterprise  network  integration  and  operations,  on-site  and  remote  network  management,  help 
desk  services,  LAN/WAN  communications,  document  management  services  and  IT  outsourcing. 


In  May  1996,  Wang  acquired  Dataserv  Computer  Maintenance,  Inc.,  a provider  of  computer  maintenance  and  support  services 
for  point-of-sale  retail  scanners  and  registers  and  popular  industry-standard  servers  and  desktop  products,  as  well  as  application 
help  desk  and  network  integration  services.  Dataserv  services  companies  in  the  banking  and  financial  services,  insurance,  retail 
and  manufacturing  industries.  On  June  27,  1 997,  Dataserv  was  merged  into  the  Company. 

In  October  1995,  Wang  acquired  BISS  Limited,  a United  Kingdom  company  which  specializes  in  the  design,  implementation 
and  support  of  network  computing  solutions.  This  organization  develops  network  infrastructure  solutions,  including  local  area 
network  and  wide  area  network  interconnection,  client/server  architecture  and  network  management  systems. 

In  January  1995,  Wang  completed  a transaction  with  Compagnie  des  Machines  Bull  and  certain  of  its  affiliates  in  which  the 
company  purchased  Bull's  U.S.  customer  services  business,  U.S.  federal  systems  subsidiary  and  its  sales  and  service  subsidiaries 
in  Canada,  Mexico,  Australia  and  New  Zealand.  The  acquired  customer  services  business  included  multivendor  products  and  the 
Bull  GCOS  mainframe  systems. 

Divestures 


In  Marc  h 1 997,  Wang  completed  the  sale  of  its  software  business  unit  to  Eastman  Kodak  Company  for  $260  million  in  cash. 
The  business  sold  to  Kodak  included  the  company's  software  business  unit  management,  employees,  products,  technology, 
customers  and  business  partners,  as  well  as  its  sales,  marketing  and  research  and  development  organizations  worldwide. 

Employees 


Wang  Global  has  approximately  21,000  employees  in  90  countries  of  which  approximately  16,000  are  technical. 

Marketing  and  Sales 


Wang  Global  sells  its  services  offerings  predominantly  through  its  direct  sales  effort  to  both  end-user  customers,  as  well  as  large 
Original  Equipment  Manufacturers  (OEMs). 


Wang  markets  its  products  and  services  in  the  United  States  through  its  nationwide  sales  and  customer  service  offices.  As  of 
June  30,  1998,  United  States  operations  included  approximately  480  sales,  sales  support  and  sales  administration  personnel  and 
approximately  6,830  people  in  its  service  and  support  organization. 


Wang's  products  and  services  are  marketed  and  serviced  in  Canada,  Europe,  Latin  America,  Asia  and  the  South  Pacific  regions 
through  subsidiaries  that  generally  are  wholly-owned.  As  of  June  30,  1998,  these  subsidiaries  employed  approximately  1,540 
sales,  sales  support  and  administrative  personnel  and  approximately  8,950  service  personnel. 
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Wang  Global  reaches  customers  directly  in  44  countries  and  indirectly  through  independent  distributors  in  approximately  90 
additional  countries. 

Key  Products  and  Services 


Wang  provides  information  technology  services  and  solutions,  including  network  and  desktop  design,  integration,  security  and 
management,  help  desk,  maintenance,  resale  and  installation  of  IT  and  communications  equipment,  infrastructure  support  for  and 
integration  of  electronic  commerce  solutions,  warranty  support,  procurement  support,  and  customer  contact  solutions  for 
financial  services  institutions. 

Alliances 


Wang  Global  and  Dell  Computer  Corporation  have  created  a strategic  partnership  to  serve  their  customers  worldwide.  Dell 
designs  and  customizes  products  and  services  to  end-user  requirements,  with  an  extensive  selection  of  peripherals  and  software. 
Teamed  together,  Wang  Global  provides  Dell  Enterprise  customers  with  life  cycle  services  and  support. 

In  1995  Wang  and  Microsoft  Corporation  entered  into  a worldwide  multi-year  technical,  service  and  marketing  alliance  pursuant 
to  which  Wang  continues  to  be  an  authorized  provider  of  end-user  support  services  for  Microsoft  products.  As  one  of  Microsoft's 
Authorized  Support  Centers,  Wang  provides  end-user  support  and  training  for  Microsoft  products.  This  support  includes  on-site 
system  and  integration  design  and  installation,  consulting,  network  integration,  migration  support,  and  end-user  help  desk 
services.  On  March  23,  1998,  the  Wang  and  Microsoft  announced  an  expansion  of  their  strategic  alliance.  The  Company  will 
significantly  extend  its  services  capacity  by  training  and  certifying  2,500  professionals  as  Microsoft  Certified  Systems  Engineers 
and  Microsoft  Certified  Solution  Developers.  In  addition,  the  company  will  open  two  customer  demonstration  facilities  which 
are  Microsoft  Centers  of  Excellence,  one  in  Billerica,  MA  and  one  in  Milan,  Italy. 

In  May  1997,  Wang  entered  into  a worldwide  arrangement  that  expanded  its  relationship  with  Cisco  Systems,  Inc..  As  a global 
partner  of  Cisco,  Wang  will  be  able  to  supply  and  service  Cisco  products  to  Wang  customers  in  specified  countries  around  the 
world. 

Competition 


Wang's  competitors  differ  significantly  depending  upon  the  market,  customer  and  geographic  area  involved.  In  many  of  Wang's 
markets,  traditional  computer  hardware  companies  provide  the  most  significant  competition.  In  other  areas,  systems  integrators, 
consulting  organizations  and  telecommunications  companies  are  significant  competitors. 


Wang's  competitiors  include  Andersen  Consulting,  EDS,  Hewlett-Packard  Co.,  IBM,  and  Sybase  Inc. 

For  INPUT  H otl i ne  Support,  submit  e-mail  to  hotline@input.com 

Copyright  INPUT  1999.  All  Rights  Reserved. 


http://www.input.com/vaps/vaps_profile.cfm7COMPANY_ID-344 


3/16/99 


c 


9 


0 


INPUT  Vendor  Profile  - WM-Data 


Page  1 of  13 


UPDATED: 

01/01/1996 


Headquarters 


P.O.  Box  27030 
Sandhamagastan  65 
S-102  51  Stockholm 
Sweden 

Phone:  Fax: 

46  86702000  46  86702060 


Key  Points 


WM-Data 


Summary  Info 


President: 

Chairman: 

Status: 

Employees: 

Revenue: 
Revenue  (Sk  mil): 


Thord  Wilkne 
Hans  Mellstrom 
Public 

2,300(12/1995) 

N/A 

3,400.0 


Year  End  Dec-1995 


• Former  IT  consultancy  with  recently  expanded  service  portfolio  including  outsourcing  services 

• Geographic  focus  on  the  Nordic  market 

• Expansion  strategy  through  constant  acquisitions 

• Revenues  almost  quadrupled  within  three  years 

• Share  prices  rose  above  Stockholm  Stock  Exchange  Index  average  in  1993 

• Major  Nordic  competitor  for  the  international  players  EDS,  CGS  and  Serna. 


Company  Description 


WM-Data  was  established  in  1969  as  a small,  Swedish  computer  consulting  firm.  Today,  with  more 
than  2,300  employees  and  a turnover  of  more  than  SEK  3,400  Million,  it  has  grown  to  a fu  1 service 
IT  company  with  an  extensive  service  and  product  portfolio. 

In  addition  to  consulting  services,  WM-Data  today  provides  a wide  range  of  services  from  user 
helpdesk  to  total  IS-outsourcing. 


WM  Data  provides: 

*■  High-skilled  consultants  for  all  assignments,  irrespective  of  size,  setup,  application  or 
technical  platform 

» Package  solutions  using  specialist  expertise,  customer-oriented  services  and  advanced 
software 

«>  Professional  computer  resource  services  comprising  know-how,  service  and  products  as  well  as 
a data  communications  network  with  full  coverage  of  the  Scandinavian  market. 

WM-Data’s  primarily  targets  large  companies  in  the  manufacturing  and  distribution  sector  as  well  as 
public  authorities  in  the  Nordic  countries. 

Operations  and  Structure 

In  order  to  provide  optimum  quality  in  the  total  range  of  services  to  customers,  WM-Data  decided  to 
abandon  its  former  business  unit  structure.  The  company  believes  that  competitive  solutions  require 
a breaking  down  of  barriers  between  divisions  in  the  company.  To  project  this  distinct,  unified  profile 
the  name  "WM-Data"  is  used  in  all  communications  with  prospective  markets.  For  this  reason,  the 
parent  company  has  changed  its  name  from  WM-Data  Nordic  AB  to  WM-Data  AB.  Individual 
company  names  are  now  mainly  relevant  only  internally. 
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Exhibit  1 shows  a list  of  companies  within  the  WM-Data  Group. 
Exhibit  1 


Companies  in  the  WM-Data  Group 


Company  Name 

Main  Area  of 
Operations 

Head  of 
Operations 

No.  of 
Employees 
(Spring1995) 

Revenues 

SEK 

millions 

1994 

Income  after 
Financial  Items 

SEK  millions 
1994 

WM-Data 

Applikationslosningar 

Applications 

Solutions 

Ake  Satterstrom 

190 

202 

27.5 

WM-Data  Assistans 

Administrative 

Help 

Sture  Waldo 

70 

39 

3.5 

WM-Data  Communication 

Communication 

Systems 

Roger  Gullgrist 

60 

60 

4.0 

WM-Data  Danmark 

Consulting 

H.P. 

Christensen 

100 

63 

-12.4 

WM-Data  Dataservice 

Computer 
Resource  Service 

Conny 

Hjalmarsson 

200 

319 

33.2 

WM-Data  Education 

User  Training 

Hakan 

Petersson 

100 

68 

14.5 

WM-Data  Finanssystem 

T reasury 
Systems 

Jerzy  Pietras 

11 

10 

2.7 

WM-Data  Finland 

Consulting 

Jorma 

Andersson 

50 

30 

0.1 

WM-Data  Forest  Industries* 

Forestry 

Solutions 

Sven  Kallstenius 

15 

8 

0.8 

WM-Data  Forsvarsdata** 

Defence 

Solutions 

Lars  Harryssen 

235 

230 

19.3 

WM-Data  Infrateknik 

Technology  & 
Tools 

Ingvar  Sjod 

40 

52 

3.4 

WM-Data  Konsult 

Consulting 

Ove  Larsson 

550 

422 

46.7 

WM-Data  Norge 

Consulting 

Geoffrey  Pettit 

160 

140 

4.0 

WM-Data  Multipoint 

Multisite 

Solutions 

Peter  Levander 

100 

373 

33.6 

WM-Data  Software,  Norway 

Applications 

Solutions 

Age  Helgeland 

20 

43 

2.0 

TWM  Kundstodspartner” 

Customer 

Support 

Hans  Mellstrom 

20 

4 

0 

WM-Data  Management 

Consultancy 

Geoffrey  Pettit 

160 

140 

4.0 

WM-Data  SSDS”* 

Local  Authorities 

Hans-Ole  Bang 

205 

153 

0.3 

WM-Data  Systla,  Finland  **** 

Industrial 

Solutions 

Seppo 

Mattikainen 

80 

- 

Source:  WM-Data 


* Company  formed  on  May  1, 1994 

**  Telia  has  a 49%  minority  share  and  the  company  was  formed  on  September  1,  1994 
***  The  company  was  acquired  on  May  1,  1994 

****  The  company  was  acquired  on  January  1,  1995 
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Exhibit  2 provides  WM-Data  associated  companies.  Exhibit  3 provides  a table  of  ownership  for  WM- 
Data. 


Exhibit  3 provides  a tale  of  ownership  for  WM-Data. 
Exhibit  2 


WM-Data 

Associated  Companies 


Company  Name 

Main  Area  of 
Operations 

Head  of 
Operations 

No.  of 
Employees 
(Spring  1995) 

External 
Revenues 
SEK  millions 
1994 

Ellips  Data  AB 
(Holding  35%) 

Energy  Sector  Solutions 

Stellan  Larsson 

110 

123 

Nordconcept  Data  AB 
(Holding  50%) 

County  Councils 

Erik  Moller 

25 

35 

WM-Data  Aria  AB 
(Holding  50%) 

Food  Distribution  Solutions 

Svante  Parkholm 

20 

20 

WM-Data  ASG  AB*  (Holding 
50%) 

Industry-specific  Solutions 

Lars  Hannell 

30 

25 

Source:  WM-Data 


* Company  re-formed  on  March  1,  1994 


Exhibit  3 


WM-Data 

Table  of  Ownership  (as  at  11  March,  1995) 


Shareholders 

Percentage  of  Shares 

Percentage  of  Votes 

Wiltne  family 

21.0% 

39.4% 

Melistrom  family 

17.0% 

38.1% 

Swedbank's  mutual  funds 

14.0% 

5.2% 

Acorn  Fund 

10.0% 

3.7% 

Apoteksbolaget  AB 

10.2% 

3.7% 

SE-3anken's  mutual  funds 

4.0% 

1.4% 

AMF  pensionsforsakrings  AB 

3.0% 

1.2% 

Extoria  T rade  AB 

2.0% 

0.9% 

Church  of  Sweden’s  mutual  funds 

1 .0% 

0.3% 

Carlsson  Smabolagsfond 

1 .0% 

0.2% 

Others 

17.0% 

5.9% 

Total 

1 ..  

100% 

100% 

Source:  WM-Data 


Company  Strategy 

WM-Data,  having  started  out  in  life  as  a small  Swedish  consulting  company,  now  presents  itself  as  a 
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full-service  systems  house  for  administrative  systems  to  the  Nordic  countries. 

Its  fast  expansion  in  the  late  1980s  and  into  the  1990s  has  made  it  one  of  the  fastest-growing 
Scandinavian  software  and  services  companies  and  represented  a marked  contrast  to  its  first  five 
years  of  operations  when  it  grew  by  only  10  employees. 

In  the  early  days,  the  company  concentrated  purely  on  what  it  calls  "traditional  computer 
consulting".  However,  after  it  had  been  going  for  11  years  it  became  an  agent  for  Dun  & Bradstreet 
Software  (then  McCormack  & Dodge),  which  marked  the  beginning  of  its  activities  in  the  software 
development  area.  In  1989,  WM-Data  acquired  the  services  company  Edebe,  thereby  adding  a third 
business  area  to  its  coverage 

Now  that  it  is  a full  service  provider,  WM-Data  puts  strong  emphasis  on  three  basic  elements: 
infrastructure,  software  and  expertise.  For  WM-Data,  a total  solution  consists  of  a cohesive 
infrastructure  underpinning  the  applications  created  by  using  a variety  of  software,  e.g.  development 
tools  or  standard  systems.  Expertise  is  then  needed  to  develop,  maintain  and  run  the  IT 
infrastructure  and  general  applications  as  well  as  the  various  business  operations  and  adapt  them  to 
the  conditions  prevailing  in  the  industry. 

Unlike  many  other  companies  in  the  European  Software  and  Services  market,  WM-Data  has  been 
careful  to  avoid  a mentality  of  growth  for  growth’s  sake,  as  an  end  in  itself.  Its  expansion  has  been,  it 
stresses,  partly  at  the  request  of  its  customers  for  increased  products  and  services,  and  partly  to 
establish  itself  as  a Nordic  supplier  rather  than  stay  in  the  position  of  a national  Swedish  player.  The 
clear  aim  is  to  be  among  the  top  five  IT-consulting  companies  in  the  Nordic  market. 

WM-Data’s  key  objectives  can  be  summarised  as  becoming  a stable,  active,  long-term  partner  by: 

• Gaining  market  share  in  the  Nordic  region  while  retaining  strong  earnings 

• Building  market  awareness  of  WM-Data’s  wide  range  of  services  and  products 

• Ensuring  that  the  quality  of  services  and  products  supplied  at  least  matches  relevant  industry 
standards  (ISO9001) 

• Making  acquisitions  and  embarking  on  new  ventures  without  ever  disrupting  current 
operations 

• Keeping  abreast  of  the  global  computer  consultancy  industry  and  taking  active  steps  to 
develop  co-operation  ties  with  companies  outside  the  Nordic  region. 

To  supplement  existing  operations  by: 

• Taking  on  increasing  responsibility  for  customers’  information  processing 

• Integrating  associated  companies  into  the  Group  and  continually  reappraising  such 
commitments 

• Boosting  the  number  of  assignments  within  the  fields  of  integration  and  contracting 

• Focusing  on  the  communications  and  document  and  image-handling  sectors 

• Establishing  financial  services 

• Offering  new  developments  in  services. 

Fostering  the  most  stimulating  corporate  culture  in  the  computer  consultancy  industry  by: 

• Combining  the  benefits  of  small-scale  business  with  the  wider  opportunities  of  a major  group 

• Retaining  a level,  unbureaucratic  and  informal  organisational  structure 

• Attracting  and  retaining  the  most  highly-skilled  and  genuinely  service-oriented  employees 
available 

• Focusing  on  employees  with  specialist  skills  and  key  business  know-how 
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• Encouraging  a sense  of  commitment  and  personal  development  in  all  staff. 
Exhibit  4 


WM-Data 

Five-year  Financial  Summary  (SEK  millions) 


Year 

1995 

1994 

1993 

1992 

1991 

Revenue 

3,400 

2.009 

1.357 

907 

869 

Annual  Growth  Rate 

48% 

50% 

4% 

15% 

Pre-tax  Profit 

N/A 

172.4 

104.6 

86.2 

89.5 

Annual  Growth  Rate 

21  % 

-4% 

-9% 

Profit  after  Tax 

41 

108.1 

72.3 

59.3 

59.9 

Annual  Growth  Rate 

22% 

1% 

29% 

Return  on  Total  Capital 
Assets* 

N/A 

20.7% 

17.6% 

18% 

21.6% 

Source:  WM-Data 


* Income  after  expenditure  plus  cost  of  interest  on  average  total  assets 

As  far  as  industry  sectors  are  concerned,  WM-Data  has  set  its  sights  on  increasing  its  mar’ ret  share 
in  local  and  county  councils,  the  forestry  industry  and  the  communications  sector. 

Financials 

Exh:  bit  4 shows  WM-Data’s  five-year  financial  development  for  WM-Data. 

All  major  operations  in  Sweden  developed  positively  in  1994.  These  operations  generated  e n 
earnings  improvement  over  budget  for  the  first  half  of  1994.  Norwegian  operations  shower  improved 
profitability  compared  to  past  years,  though  Danish  and  Finnish  operations  had  not  yet  achieved 
satisfying  profit  results. 

Market  Analysis 

The  split  of  revenues  into  WM-Data’s  services  is  shown  in  exhibit  5. 

Exhibit  5 


WM-Data 

Share  of  Revenue  by  Service,  1994 


Service 

Share  of  Revenue 

Systems  Design 

22% 

Computer  and  Network  Operation 

25% 

Applications  Support 

12% 

Hardware  Agreements 

9% 

Software  Licenses 

11% 
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Maintenance 

11% 

Studies 

7% 

Training 

2% 

Administrative  Assistance 

1% 

Total 

100% 

Source:  WM-Data 


Exhibit  6 provides  a split  of  WM-Data’s  revenues  by  INPUT  delivery  modes. 
Exhibit  6 


WM-Data 

1995  Revenue  Split  by  Delivery  Mode 


Delivery  Mode 

Revenue  in 
$US  millions 

Share 

Systems  Software 

5 

1% 

Applications  Software 

50 

10% 

Professional  Services 

115 

24% 

Turnkey  Systems 

25 

5% 

Systems  Integration 

50 

10% 

Systems  Operations 

50 

10% 

Processing  Services 

25 

5% 

i Total  Software  and  Services 

320 

66% 

Equipment  Services 

125 

26% 

Total  Information  Services 

445 

91% 

Equipment  / Other  Revenues 

42 

9% 

Total  Revenue 

487 

100% 

Source:  INPUT  Estimates 


Exhibit  7 shows  WM-Data’s  revenues  in  different  industry  sectors. 


Exhibit  7 


WM-Data 

Estimated  Revenues  by  Industry  Sector,  Software  & Services, 

Europe  1995 


Sector 

Revenue  in  $US  millions 

Share 

Discrete  Manufacturing 

65 

20% 

Process  Manufacturing 

25 

8% 

Retail  Distribution 

65 

20% 

Wholesale  Distribution 

48 

15% 

Banking  & Finance 

20 

6% 
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Insurance 

7 

2% 

Business  Services 

5 

2% 

Government 

80 

25% 

Miscellaneous  Industries 

5 

2% 

Total  Software  and  Services 

320 

100% 

Source:  INPUT  Estimates 


Geographic  Markets 

WM-Data  concentrates  on  the  Nordic  European  region.  Exhibit  8 shows  WM-Data’s  1995  revenue 
split  by  country. 


Exhibit  8 


WM-Data 

Revenues  by  Country  1995 


Country 

Revenue  in  $US  millions 

Share 

Sweden 

395 

81% 

Norway 

42 

9% 

Denmark 

25 

5% 

Finland 

10 

2% 

Rest  of  Europe 

15 

3% 

Total 

487 

100% 

Source:  INPU  T Estimates 


Acquisitions  / Divestitures 

The  following  list  shows  recent  WM-Data  acquisition/divestiture  activities: 

In  January  1992  WM-Data  acquired  the  small  Norwegian  company  3C  A/S  (15  employees), 
which  was  renamed  WM-Data  Communications  A/S.  The  company  operates  in  the  f:eld  of 
communications  consulting 

u In  July  1992,  WM-Data  Aria  AB  was  formed  as  a joint  venture  between  WM-Data  and  the 
Swedish  dairy  co-operative  Aria  to  supply  the  latter’s  systems  development  and 
administration  needs 

O In  the  same  month,  WM-Data  acquired  25%  of  the  stock  of  PS-Data  AB,  a computer  operations 
company  providing  services  to  its  other  owners,  Aporeksbolaget  (a  pharmacy  chain)  and  V&S 
Vin  Systembolaget  (an  off-license  chain).  It  has  140  employees  and  a turnover  of  SEK  250 
million.  In  April  1993,  WM-Data  increased  its  shareholding  in  PS-Data  from  25%  to  90.1%. 

The  remaining  9.9%  of  the  equity  was  acquired  from  Apoteksbolaget  AB  in  June  1994 
« In  December  1992,  WM-Data  acquired  a 50%  holding  in  pro  Winsdata  AB  a company  with  30 
employees  and  a revenue  of  SEK  35  million.  The  company  supplies  computer  operations  and 
systems  development  to  Dalarna  City  Council,  the  co-owner 
• In  January,  1993  Data  Design  A/S  in  Norway  was  acquired.  This  eight-man  company 
specialises  in  project  management.  Its  activities  were  combined  with  those  of  WM-Data 
Konsult  in  Oslo 
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• In  March  1993,  WM-Data  acquired  the  whole  of  ForsvarsData,  Sweden  which  has  200 
employees  and  revenues  of  SEK  240  million.  ForsvarsData  provides  IT  support  to  the  Swedish 
armed  forces 

• In  April  1993,  WM-Data  acquired  the  operations  of  the  Swedish  National  Defence  computer 
centre,  which  can  be  regarded  as  a breakthrough  for  WM-Data’s  takeover  of  IT  operations 

• In  July  1993,  an  agreement  with  Stora  Group  was  reached  to  acquire  50%  of  the  shares  in 
Stora  Data  AB.  Stora  Data  AB  had  150  employees  in  Sweden  and  Germany  and  supplied 
systems  development  and  implementation  for  its  parent  company  Stora.  Together  with  the 
Stora  Group,  WM-Data  formed  the  jointly-owned  WM-Data  Stora  AB 

• In  July  1993,  10%  of  Finansrutin  Data  AB’s  shares  were  acquired.  The  company  develops  and 
implements  information  systems,  mainly  in  the  finance  and  insurance  sector 

• Early  in  1993,  WM-Data  acquired  Aby  System  AB.  Aby  System  AB  compiles  descriptions  of 
administrative  and  technical  routines  for  computer  systems,  and  is  currently  being  integrated 
into  WM-Data  Education 

• WM-Data  also  absorbed  the  Infologics  multimedia  department,  part  of  which  is  working  on 
computer-assisted  training  and  interactive  information  systems 

• In  1993,  the  operations  of  Local  Netsoft  AB  were  acquired  as  part  of  WM-Data’s  long  term 
focus  on  public  authorities.  Local  Netsoft  AB  specialises  in  developing  and  marketing  IT 
solutions  for  the  social  services 

• In  1993,  the  shareholdings  in  KSI  Automatiseering  B.v.  and  in  Mercur  Planeringssprak  AB 
were  sold  off 

• In  January  1994,  100%  of  Swedforest  AB,  which  had  50  employees,  was  acquired  from 
AssiDoman  AB.  The  company  has  a turnover  of  approximately  50  SEK  million 

• In  March  1994,  the  shareholding  in  KallData  AB  was  sold 

• Again  in  March  1994,  there  was  an  acquisition  of  50%  of  the  shares  in  WM-Data  ASG  AB,  a 
firm  with  30  employees.  The  remaining  50  % of  the  shares  are  owned  by  ASG  AB 

• In  May  1994,  all  the  shares  in  Stockholm  Stads  Dataservice  AB,  a firm  with  160  employees, 
were  acquired.  The  company  has  a turnover  of  about  160  SEK  million 

• In  July  1994,  the  computer  operations  of  Kristianstad  County  Council,  involving  some  30 
employees,  were  taken  over 

• In  August  1994,  TWM  Kundstodspartner  AB  was  formed,  with  WM-Data  holding  51%  and 
Telia  AB  the  remaining  49%  of  shares.  The  company  will  focus  on  service  commitments  in  the 
customer  support  sector. 

In  the  last  few  years,  WM-Data  has  announced  several  acquisitions  in  Norway  which  have  increased 
WM-Data’s  presence  in  Norway  to  some  200  employees.  In  1993,  EDB  Stavanger  AS  was  acquired. 
The  company,  which  was  renamed  WM-Data  Software  AS,  is  a supplier  of  total  administrative  IT 
solutions  in  the  manufacturing,  petroleum  and  food  industries.  WM-Data  also  acquired  the 
Norwegian  company  Return  AS,  with  30  employees.  Return  AS  was  taken  over  in  January  1994  and 
has  a turnover  of  about  NOK  20  million.  Its  operations  have  been  merged  with  those  of  WM-Data 
Konsulent. 

Additionally,  WM-Data  undertook  the  following  acquisitions  in  1994  and  early  1995: 

• In  June  1994,  the  remaining  9.9%  of  the  shares  in  WM-Data  PS-data  AB  were  acquired  from 
Apoteksbloaget 

• Also  in  June  1994,  9.9%  of  the  shares  in  Carelcomp  Sverige  AB  were  acquired,  and  9.9%  of  the 
shares  in  WM-Data  Forest  Industries  AB  were  sold  to  Tietotehdas  Sweden  AB.  This  joint 
ownership  represents  a co-operation  in  the  Norwegian  and  Swedish  forest  industry 

• In  July  1994,  Kristianstad  County  Council’s  data  processing  operations  with  some  30 
employees  were  taken  over 

• In  August  1994,  TWM  Kundstodspartner  AB  was  formed,  with  WM-Data  holding  51%  and 
Telia  49%  of  the  shares 

• Also  in  August  1994,  the  Danish  company  Interconsult  A/S  with  40  employees  was  acquired. 


http://www.input.com/vaps/vaps_profile.cfm7COMP  ANY_ID=238 


3/16/99 


INPUT  Vendor  Profile  - WM-Data 


Page  9 of  13 


The  company  had  an  annual  turnover  of  approximately  MDKK25.  Its  operations  have  been 
merged  with  WM-Data  A/S 

• In  August  1994,  the  remaining  50%  of  the  shares  in  WM-Data  Stora  AB  were  acquired  from 
STORAAB 

• In  September  1994,  an  additional  89%  of  the  shares  in  Finansrutin  Data  AB  were  acquired 
from  Forenade  Liv.  among  others 

• Also  in  September,  the  remaining  50%  of  the  shares  in  proWins  data  ab  were  acquired  from 
Dalarna  County  Council 

• In  January  1995,  the  Fortifications  Administration’s  data  processing  department  with  nine 
employees  was  taken  over 

• Also  in  January  1995,  the  Finnish  company  Systla  Oy  with  80  employees  was  acquired.  The 
company  had  an  annual  turnover  of  approximately  MFIM35 

• In  January  1995,  WM-Data  acquired  the  Norwegian  company  Akademiet  AS  with  10 
employees.  The  company  had  an  annual  turnover  of  approx.  MNOK7 

• In  April  1995,  the  data  processing  operations  of  NCC  with  some  20  employees  were  acquired 

• In  September  1995,  WM-Data  acquired  the  PC  and  workstation  dealer  Owell.  The  company, 
with  200  staff  and  28  local  outlets  across  Scandinavia,  will  add  $270  million  in  revenues  in 
1996  and  bring  WM-Data  increased  presence  in  the  booming  low-end  client/server  and  desktop 
integration  area. 

Employees 

An  overview  over  WM-Data’s  staffing  is  shown  in  Exhibit  9. 

Exhibit  9 


WM-Data’s 

Growth  in  Terms  of  Employees  over  a Six-year  Period 


1989 

1990 

1991 

1992 

1993 

1994 

Ave  rage  Number  of  Employees 

677 

963 

1,117 

1,140 

1,401 

1,855 

Total  in  Sweden 

506 

769 

908 

902 

1,173 

1,559 

Total  abroad 

171 

194 

209 

238 

228 

296 

Nur  tber  of  Revenue-generating  employees* 

612 

877 

1,007 

1,032 

1,285 

1,701 

Re\enue  per  employee  (SEK  millions) 

0.704 

0.782 

0.778 

0.796 

0.969 

1.083 

Source:  WM-Data 


‘Employees  active  in  the  company’s  direct  production  - i.e.  planning,  production,  processing  and  presenting  client 
services  and  products. 

Key  Products  and  Services 

WM-Data  activities  can  be  divided  into  four  broad  categories: 

• Systems  Development 

• Maintenance 

• User  Support 

» Facilities  Management 

• Industry  Specific  Solutions. 

All  four  categories  involve  WM-Data’s  traditional  core  competence  in  consulting,  which  is  still 
regarded  as  a key  area  of  specialisation. 
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Systems  Development  has  always  been  the  basis  of  WM-Data’s  consultancy  work.  Over  the  last  few 
years,  the  nature  of  project  work  has  evolved  towards  higher  complexity,  requiring  such  projects  to 
be  managed  through  sub-contractors  or  partners.  In  1994,  WM-Data  was  responsible  for  or 
participated  in  major  development  projects  for  chents  WASA,  AEA,  Statoil,  Dafgards,  Sydkraft  or 
Telia. 

The  growing  demand  for  downsizing  projects  emphasised  the  importance  of  high  level  development 
tools.  WM-Data  is  an  agent  for  MicroFocus  products.  MicroFocus  is  continually  bringing  out  new 
tools  to  meet  changing  market  demands,  some  of  which  are  used  for  the  development  of  client/server 
solutions. 

A key  issue  for  WM-Data  concerns  developing  and  implementing  a group  quality  assurance  program. 
The  QA  pohcy  adopted  by  WM-Data  entails  client  demands  on  the  basis  of  contractual  obligations 
and  terms  and  regulations  in  force.  Persistent,  rigorous  quality  control  and  the  efficient  use  of 
resources  are  essential,  but  WM-Data  emphasises  that  quality  assurance  needs  to  be  regarded  as  a 
standard  feature  of  everyday  work. 

WM-Data  has  been  working  on  several  QA  projects,  such  as  a contract  with  Volvo  Car  Components 
in  Skovde. 

Maintenance 

On  the  maintenance  side,  WM-Data  takes  advantage  of  the  fact  that  many  chents  are  in  the  process 
of  developing  new  systems.  To  release  human  resources  needed  for  the  new  systems,  companies  are 
contracting  out  maintenance  of  existing  systems.  WM-Data’s  chents  include  Handelsbanken,  one  of 
whose  systems  was  for  foreign  payments.  WM-Data  has  long-term  maintenance  contracts  with 
Statoil  involving  credit  card  systems  for  petrol  stations. 

User  Support 

WM-Data  has  been  facing  a growing  demand  for  user  support  over  the  past  years.  User  support  is 
now  included  as  a matter  of  course  in  every  comprehensive  contract.  Support  ranges  from  traditional 
manuals  and  helpdesk  to  interactive  information  and  training,  employing  the  latest  multimedia 
technology.  Specific  multimedia  contracts  include  systems  for  Telia  Customer  Training  to  train 
switchboard  operators. 

WM-Data  is  also  developing  an  electronic  version  of  the  Vecko-Revyn  (Weekly  Review)  magazine  for 
the  Bonnier  publishing  house,  using  interactive  television  and  broadcast  technology.  In  Norway, 
WM-Data  contracts  include  producing  a multimedia  program  for  the  Energy  Forum  at  the  Akershus 
power  station. 

WM-Data  is  building  an  operations-oriented  helpdesk,  equipped  with  the  latest  technology  for  expert 
and  multimedia  systems.  Clients  have  access  to  a 24-hour  helphne.  The  helpdesk  service  task  is  to 
identify  a problem  and  solve  it  over  the  phone.  An  important  helpdesk  function  is  to  monitor 
networks  and  systems  to  warn  users  promptly  if  any  breakdowns  occur  as  well  being  prepared  for 
incoming  calls  concerning  terminal  or  workstation  breakdowns. 

Facilities  Management 

The  refocus  on  core  skills  is  one  of  the  results  of  past  year’s  recession.  The  outsourcing  of  all  or  part 
of  corporate  IT  operations  is  a growing  challenge  for  service  providers.  WM-Data  concluded  several 
outsourcing  agreements  in  the  Swedish  market  during  1993.  Outsourcing  practice  takes  many 
different  forms.  Set-ups  developed  by  WM-Data  vary  from  the  100%  takeover  of  IT  operations  to 
arrangements  in  which  all  computer  operations  are  undertaken,  and  there  is  a joint  venture  with  the 
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customer  to  run  its  development  activities. 

Forsvarsdata  is  an  example  of  a 100%  takeover.  However,  Sweden’s  national  defence  headquarters 
imposed  strict  conditions  ensuring  effective  and  reliable  operation.  WM-Data  Forsvarsdata  was  a 
bespoke  tailored  solution.  Stora  Data  AB  is  a different  type  of  takeover.  WM-Data  acquired  a 50% 
holding  in  the  company  itself,  while  also  assuming  control  of  operations.  The  company  has  been 
renamed  WM-Data  Stora  AB. 

Similarly,  WM-Data  formed  joint  ventures  with  public  sector  partners  such  as  Vasternorrland 
County  Council  (Nordconcept  Data  AB)  and  Dalarna  County  Council  (pro  Wins  data  ab). 

The  facilities  management  contracts  with  Aria  and  ASG  entailed  transferring  data  production  to 
WM-Data  Dataservice,  while  letting  systems  development  units  form  the  basis  of  the  new  joint 
ventures,  WM-Data  Aria  AB  and  WM-Data  ASG  AB. 

WM-Data’s  facilities  management  concept  is  based  on  partnership.  The  client  is  responsible  for 
selecting  systems  for  functions  such  as  accounting,  marketing,  payroll,  and  data  input,  whereas  WM- 
Data  is  in  charge  of  the  infrastructure.  The  infrastructure  is  itself  divided  into  three  layers:  service 
management,  general  applications  and  physical  networks. 

WM-Data  takes  full  responsibility  for  service  management.  Responsibility  for  general  applications 
(EDI,  voice,  etc.)  and  the  physical  network  (satellite,  cable,  fibre-optics,  etc.)  is  shared  with  a 
telecoms  supplier. 

WM  Data’s  role  in  facilities  management  assignments  involves  considerable  responsibility  in 
communication  highways,  connections  and  service.  Main  aspects  include: 

« Communications  between  terminals  and  computers  for  electronic  message  processir  g,  EDI, 
multimedia  etc 

i,  Helpdesk,  operation  and  monitoring  of  both  local  and  external  networks  (LANs/WANs), 
computer  operation,  distribution  of  new  software  releases,  telephony,  etc 

* Data  backup,  reorganisation  and  distribution. 

Industry  Specific  Solutions 

Acqmsitions  and  internal  skills  development  enable  WM-Data  to  provide  a number  of  industry- 
specific  solutions  for  comprehensive  sectors  like  forest  products,  food,  finance  and  insurance. 

Add  tionally  WM-Data  focuses  on  the  local  authority  sector,  to  which  a wide  range  of  different 
systems  for  municipal  operations  can  be  offered.  To  date,  WM-Data  has  performed  more  than  350 
installations  for  some  70  municipalities.  Installations  cover  everything  from  accounting  setups  to 
overall  systems  for  schools,  welfare  services,  housing  committees  and  refuse  collection. 

Recent  Projects 

«.  The  National  Labour  Market  Board  (AMS)  is  installing  the  Prosit  Open  accounting  system  in 
all  28  of  its  central  and  regional  offices  throughout  Sweden.  This  purchase  by  open  tender  is 
regarded  as  a bridgehead  for  WM-Data’s  further  government  activities 

* In  1993  Prosit  Open  was  installed  in  the  Stockholm  County  Council  (SCC).  Both  the  AMS  and 
the  SCC  contracts  consist  of  software,  installation,  and  technical  assistance  in  combination 
with  high  level  financial  consultancy  and  user  support  in  the  form  of  training,  work  routine 
analysis  and  documentation 

* In  1993,  Mobil  Europe  installed  WM-POS  in  seven  countries,  generating  extensive  consultancy 
work  and  software  sales  for  WM-Data 
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• WM-Data  is  redesigning  overall  systems  for  Handelsbanken  for  its  deposits  and  loans 

• IMP,  International  Master  Publications,  has  commissioned  WM-Data  to  develop  a system 
linking  up  its  production  units  in  several  European  countries  and  in  the  U.S. 

• A successful  client/server  project  was  implemented  for  SJ  Gods,  Swedish  State  Railways’ 
freight  division,  to  develop  a new  system  of  transportation  contracts  for  international  freight 
traffic 

• As  part  of  a new  insurance  concept  for  WASA  and  the  Swedish  Post  Office  (Posten),  WM-Data 
installed  an  IT-system  in  a client/server  environment  with  a Windows-based  dialogue  which  is 
connected  to  Microsoft  Word  and  Excel  in  1994.  The  entire  system  has  been  installed  at  WASA 
in  Stockholm  where  the  administration  and  backoffice  handling  of  the  lita  insurances  takes 
place.  Registration  of  insurances  is  carried  out  at  Posten  which  transfers  the  data  to  lita.  WM- 
Data  was  responsible  for  delivery,  installation  and  adaptation  of  Winsure,  WM-Data's 
insurance  solution 

• For  the  Swedish  unemployment  benefit  society  Akademikernas  Erkanda  Arbetsloshetskassa 
(AEA),  WM-Data  in  1994  developed  a full-scale  workflow  solution.  It  is  built  on  a PC  platform 
and  is  connected  to  the  society's  mainframe  insurance  system 

• Also  in  1994,  WM-Data  won  a contract  from  Statoil. 

Alliances 

One  of  WM-Data’s  key  alliances  is  that  with  Data  General.  Under  terms  of  an  expanded  Value  Added 
Reseller  agreement  and  a new  strategic  sales  and  marketing  agreement,  WM-Data  and  Data  General 
will  promote  and  sell  Data  General’s  line  of  AViiON  UNIX-based  open  systems  in  Finland,  Norway 
and  Denmark,  in  addition  to  Sweden  where  WM-Data  has  been  a long  time  partner  to  Data  General. 
WM-Data  will  make  available  a portfolio  of  products  which  encompass  Soft  Switch,  as  well  as 
complete  administrative  solutions  in  the  Nordic  countries. 

INPUT  Assessment 

WM-Data  is  a successful  example  of  a rare  phenomenon.  It  is  a fast-growing  company  which  is  not 
suffering  from  the  potentially  negative  effects  of  diversification.  So  far  WM-Data  has  expanded  only 
through  carefully  and  narrowly  targeted  acquisitions  and  in  easy  stages.  One  of  its  strategies  clearly 
recognises  the  danger  of  disruption  to  normal  turnover  that  acquisition  activities  can  bring;  its 
expansion  has  therefore  been  rapid  with  revenues  almost  quadrupling  within  3 years. 

Yet  WM-Data  shown  no  signs  of  weakness.  The  company  is  financially  sound.  Profit  and  turnover  per 
employee  have  increased,  showing  that  recent  acquisitions  have  been  successfully  integrated  into  the 
existing  organisation.  The  marginal  decline  in  return  on  total  capital  assets  in  1992  and  1993  must 
be  seen  as  a natural  concession  to  an  acquisition  strategy. 

The  geographical  coverage  of  WM-Data  is  still  limited.  It  is  hard  to  see  how  WM-Data  could  progress 
significantly  beyond  consolidation  and  improvement  of  its  Nordic  position,  especially  since  existing 
operations  outside  Sweden  (especially  those  in  Finland  and  Denmark)  are  not  yet  profitable. 

WM-Data  is  one  the  few  major  Swedish-owned  companies  competing  with  only  a handful  of  players 
dominating  the  Scandinavian  marketplace.  Among  key  players  are  Cap  Gemini,  EDS,  Digital,  Serna 
Group,  IBM  and  Celsius  CIS  most  of  which  have  been  handling  Nordic  activities  over  the  past  years 
(EDS  acquired  Apiron,  Serna  Group  acquired  the  SKD  Group  and  Celsius  acquired  Enator  and 
Dialog).  The  only  real  danger  to  WM-Data’s  existence  is  likely  to  be  a sufficiently  lucrative  offer  to  its 
major  shareholders.  Now,  as  economic  environment  and  poor  performance  of  some  previously 
aggressively  acquisitive  IT  vendors  improves,  WM-Data  will  not  loose  its  attractions  for  players  with 
pan-European  aspirations. 

For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
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3400  Central  Expressway 
#201 

Santa  Clara,  CA  95051 
U.S. 

Phone:  Fax: 

(408)731-3300  (408)731-3301 

Company  Web  Site: 

http://www.yahoo.com 

Company  Description 


Yahoo!  Inc. 


President/CEO: 
Status: 
Employees: 
Revenue: * 


Summary  Info 

Timothy  Koogle 
Public 

155(12/1996) 

$ 19.1  mil 


Year  End 


Dec-1996 


Yahoo!  Inc.,  founded  in  1 995,  develops  and  maintains  Yahoo!,  a branded  Internet  navigational  service  used  for  information 
and  discovery  on  the  World  Wide  Web. 

Yahoo!  is  a context-based  directory  structure  that  permits  users  to  search  for  information  on  line  within  interest-area 
categories,  as  well  as  a Web-wide  search  engine  that  is  integrated  within  the  Yahoo!  directory  service. 

The  company  offers  these  services  free  of  charge  to  Web  users. 

Yahoo!  believes  that  by  providing  a branded  "navigational  gateway"  to  Internet  resources  and  a familiar  context  fo  user 
navigation,  Yahoo!  is  well  positioned  to  capitalize  on  the  emergence  of  the  Web  as  a new  advertising  medium. 

In  April  1 996,  Yahoo!  made  an  initial  public  offering  of  2.6  million  shares,  generating  $3 1 .4  million  for  the  company. 

Organization  and  Structure 

Yahoo!  is  headquartered  in  Santa  Clara  (CA). 

The  company  also  operates  a European  office,  Yahoo  Europe,  in  London. 

Key  executives  are  listed  on  the  following  page. 


Yahoo!  Inc.  Key  Executives 


Name 

Title 

Timothy  Koogle 

President  & CEO 

Jerry  Yang 

Chief  Yahoo 

jDavid  Filo 

Chief  Yahoo 

jJeff  Mallett 

Senior  VP  Business  Operations 

Gary  Valenzuela 

Senior  VP  Finance  & Administration,  CFO 

Farzad  Nazem 

Senior  VP  Product  Development  & Site  Operations 

Company  Strategy 


Yahoo!  believes  that  the  Web  represents  a new  means  for  advertisers  to  reach  consumers. 

The  company's  objective  is  to  capitalize  on  this  opportunity  by  providing  the  most  popular  and  widely  used  guide  to  information 
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on  the  Internet  and  to  leverage  the  company's  brand  position  in  the  development  of  a set  of  branded  media  properties  that  will  be 
attractive  to  users  on  a global  scale. 


Yahool's  growth  strategies  to  achieve  these  objectives  include: 

• Enhancing  and  extending  the  Yahoo!  main  site 

• Aggressively  extending  company  brand-name  recognition 

• Pursuing  global  opportunities 

• Establishing  branded  properties  in  targeted  markets 

• Establishing  and  extending  strategic  alliance 

• Developing  global  advertising  sales  channels 

Financials 


Yahoo!  commenced  business  operations  in  March  1995.  The  company  generated  revenue  of  approximately  $1.4  million  during 
its  first  year  of  operation  (March  1995  through  December  1995). 

• Yahoo!  had  no  revenue  from  its  inception  through  June  30,  1995.  The  quarter  ended  December  31,  1995  was  the  first 
full  quarter  in  which  Yahoo!  made  its  Web  pages  broadly  available  to  advertisers. 

• Yahoo!  generated  a net  loss  of  approximately  $630,000  during  its  first  nine  months  of  operation. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30,  1996,  was  approximately  $5  million  and  net  losses  were  $1.3  million  ($0.06  per 
share). 

Revenue  for  the  second  quarter  ending  June  30,  1996  was  $3.3  million,  and  the  company's  net  loss  was  $1.4  million  ($0.05  per 
share). 

Employees 


As  of  March  31,  1996,  Yahoo!  had  49  employees. 


The  company  currently  has  101  employees,  segmented  as  follows: 


"Surfers" 35 

Sales  and  marketing 40 

Research  and  development 20 

Administration  and  finance 6 


101 

Key  Products  and  Media  Properties 


One  of  the  company's  principal  strategies  is  to  extend  and  enhance  the  Yahoo!  main  site,  and  develop  a family  of  media 
properties  that  extend  the  Yahoo!  brand  into  vertical  markets,  such  as  those  based  on  subject  matter,  demographic,  and 
geographic  interests. 

• Yahoo!  provides  an  on-line  guide  to  navigate  the  Web. 

• Yahoo!  includes  a hierarchical,  subject-based  directory  of  Web  sites,  which  enables  Web  users  to  locate  and  access 
desired  information  and  services  through  hypertext  links  included  in  the  directory. 

• Web  sites  are  further  organized  under  major  headings  within  approximately  1 6,000  hierarchical  subcategories. 

• Users  can  browse  the  directory  listings  by  subject  matter  through  a keyword  search  request  that  scans  the  contents  of  the 
entire  directory. 

• Yahoo  provides  reference  content  from  providers,  including  real-time  news,  stock  quotes,  sports  scores,  and  weather 
information. 

My  Yahoo!  is  a free,  server-based  personalized  Web  site  that  narrowcasts  to  each  user,  delivering  the  information  that  user 
wants,  including  favorite  Web  sites,  news  and  content  Web  sites,  and  personal-interest  news. 
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Jointly  developed  by  Yahoo!  and  SOFTBANK  Corp.,  Yahoo!  Japan  is  an  on-line  guide  designed  solely  for  Japanese  users 
that  localizes  language  and  content  for  an  international  audience. 

Yahoo!  also  recently  introduced  Yahoo!  San  Francisco  Bay  Area  , the  first  in  a series  of  local  versions  of  Yahoo!,  this  local 
Web  guide  provides  a combination  of  local  Web  content,  news  and  entertainment  programming  from  leading  local  media,  and 
free  communications  services,  such  as  bulletin  boards,  classifieds,  yellow  pages,  white  pages,  and  interactive  maps. 

Yahooligans!  is  a searchable,  browsable  index  of  the  Internet  designed  for  Web  surfers  ages  8 to  14.  The  sites  listed  on 
Yahooligans!  have  been  selected  by  professional  educators  as  appropriate  for  children. 

Subject-based  Areas 

Yahoo!  has  identified  opportunities  to  develop  additional  Internet  navigational  guides  and  services  that  are  focused  by  subject 
area. 

An  example  of  these  subject-based  guides  is  Yahoo!  Computing,  a Web  directory  focused  on  computing  topics  developed  with 
Ziff-Davis  publishing. 

Print  and  Other  Off-line  Properties 

The  company  has  extended  the  Yahoo!  brand  into  print  and  other  off-line  media  to  promote  the  company's  brand  and  create 
greater  demand  for  Yahool's  on-line  properties. 

Yahoo!  has  an  agreement  with  Ziff-Davis  for  the  publication  of  Yahoo!  Internet  Life,  a monthly  print  magazine  companion  to 
the  on-line  magazine. 

The  company  also  has  a multiple-book  publishing  arrangement  with  IDG  Books  Worldwide. 

Advertising  and  Sales 


Yahoo!  has  derived  substantially  all  of  its  revenues  to  date  from  the  sale  of  advertisements  on  Yahoo!  . 

Advt  rtising  Sales  Channels 

Yahoo!  has  relied  primarily  on  Interactive  Marketing,  Inc.,  which  specializes  in  the  consumer  goods  and  services  industries,  for 
the  sale  of  advertising  on  Yahoo!  . The  company's  internal  advertising  representatives  manage  Yahool's  agency  efforts  and 
provide  support  with  respect  to  strategic  accounts  and  advertising  agencies. 

Advt  rtising  Pricing 

Advertising  on  Yahoo!  consists  primarily  of  banner  advertisements  that  appear  on  the  top  of  directory  pages  within  the  Yahoo! 
main  site. 

The  c ompany's  contracts  with  advertisers  typically  guarantee  a minimum  number  of  "impressions,"  or  times  that  an 
advertisement  appears  in  page  views  downloaded  by  users  of  Yahoo!  . 

Yahool's  standard  rate  for  banner  advertisements  is  $0.02  to  $0.05  per  impression.  Context-based  keyword  advertisements  range 
from  $0.03  to  $0.06  per  impression. 

In  addition  to  banner  advertising,  Yahoo!  offers  positions  on  the  top  of  Yahoo!  , which  are  typically  used  in  connection  with 
promotions  and  special  events. 

Clients 


A sample  of  companies  that  have  purchased  advertising  on  Yahoo!  includes  Adobe  Systems,  American  Express,  Colgate- 
Palmolive,  IBM,  Lotus  Development,  MCI,  Microsoft,  Netscape,  Samsung,  Saturn,  and  Sprint. 
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Alliances 

In  order  to  serve  users  more  effectively  and  to  extend  the  Yahoo!  brand  to  new  media  properties,  the  company  has  entered  into 
strategic  relationships  with  business  partners  who  offer  content,  technology,  and  distribution  capabilities. 

Content  and  Commerce  Alliances 

Yahoo!  has  entered  into  strategic  alliances  with  selected  content  providers  that  permit  the  company  to  bring  targeted  media 
products  to  market  more  quickly  while  avoiding  the  cost  of  producing  original  editorial  content. 


• Yahoo!  has  a previously  mentioned  agreement  with  Ziff-Davis  publishing  for  the  publication  of  Yahoo!  Internet  Life. 
Under  the  agreement,  Yahoo!  provides  promotional  activities  on  the  Yahoo!  Web  site  for  subscription  sales  of  the 
magazine,  in  exchange  for  payments  based  on  the  number  of  subscriptions  sold  as  a result  of  the  company's  efforts. 
Additionally,  Yahoo!  and  Ziff-Davis  announced  a European  joint  venture  in  May  1 996  to  offer  customized  versions  of 
Yahool's  Internet  guide  in  the  U.K..,  Germany,  and  France. 

• Yahoo!  and  Granite  Broadcasting  Corp.  have  an  agreement  to  integrate  Web  sites  and  information  into  Granite 
newscasts  and  its  station  Web  sites.  Yahoo!  will  also  feature  local  news  feeds  from  the  Granite  stations. 

• Yahoo!  and  Interpix  Software  Corp.  have  a partnership  that  allows  Yahoo!  to  provide  Interpix's  "Image  Surfer"  software 
with  its  Internet  guide. 

Technology  Alliance 

In  connection  with  the  company's  license  of  the  Open  Text  Web-wide  search  engine,  Yahoo!  has  established  a relationship  with 
Open  Text  to  jointly  develop  and  improve  Web-wide  search  engine  capabilities  for  Yahoo!  . 

Distribution  Alliances 

In  order  to  broaden  Yahoo !'s  user  base,  Yahoo!  has  established  cross-promotional  relationships  with  commercial  on-line 
services,  Internet  access  providers,  and  operators  of  leading  Web  sites. 


• Yahoo!  has  relationships  with  America  Online's  Global  Network  Navigator  (GNN)  and  The  Microsoft  Network,  under 
which  the  company  has  licensed  Yahoo!  for  use  with  each  company's  service. 

• Yahoo!  has  relationships  with  CompuServe/Spry  and  Pacific  Bell  under  which  these  providers  feature  Yahoo!  as  a 
navigational  tool  and  engage  in  promotional  activities. 

• Yahoo!  has  an  agreement  with  Intuit  to  include  links  to  Yahoo'.'s  financial  listings  on  an  exclusive  basis  in  the 
Quicken  Financial  Network. 

• Yahoo!  also  has  an  agreement  with  Netscape  under  which  Yahoo!  is  designated  as  one  of  the  five  "Premier  Providers"  of 
search  and  navigation  services  accessible  on  the  Netscape  "Net  Search"  site. 

Competition 


Yahoo!  competes  with  other  providers  of  navigational  tools  and  services,  including  directory  and  Web  site  review  services  and 
search  engine  services. 


Competitors  include:  America  Online's  WebCrawler,  Digital  Equipment  Corporation's  Alta  Vista,  Excite,  Inktomi,  Infoseek, 
Lycos,  MCI/Newcorp,  and  Open  Text. 


In  addition,  Yahoo!  competes  with  metasearch  services,  such  as  C|Net's  search.com  service,  that  allow  a user  to  search  the 
databases  of  several  directories  and  catalogs  simultaneously. 

INPUT  Assessment 


Yahoo! 's  strength's  include: 


• Strong  brand  recognition 

• The  company's  early  expansion  into  local  and  international  markets  and  subject-based  markets 

• An  installed  base  of  users  gained  in  the  company's  early  association  with  Netscape 

• A position  on  the  Netscape  "Net  Search"  site 


http://www.mput.com/vaps/vaps_profile.cfm7COMP  ANY_ID=1 70 


3/16/99 


INPUT  Vendor  Profile  - Yahoo!  Inc. 


Page  5 of  5 


• An  exclusive  position  on  Microsoft's  Internet  Explorer 

• A range  of  content  alliances 


Future  challenges  include: 

• Continuing  international  and  regional  development 

• Promoting  company  services  and  brand  name 

• Competition  for  advertisers  from  numerous  competitors 

• Attaining  profitability 


For  INPUT  Hotline  Support,  submit  e-mail  to  hotline@input.com 
Copyright  INPUT  1999.  All  Rights  Reserved. 
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